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A  HISTORY  OF  THE  EDMONTON,  DUNVEGAN, 

AND  BRITISH  COLUMBIA  RAILWAY,  1907-1929 

This  thesis  is  the  story  of  the  railway  from  its  incorp¬ 
oration  in  1907  to  its  sale  to  the  Canadian  Pacific  and  Canad¬ 
ian  National  railway  companies  in  1929.  The  narrative  includes 
a  description  of  the  Peace  River  country,  an  account  of  the 
construction  and  operation  of  the  road,  and  a  survey  of  the 
railway's  effects,  social,  economic,  and  political,  on  the 
people  of  the  area  and  of  the  rest  of  the  province. 

The  portion  on  the  geographical  setting  explains  the 
position  and  nature  of  the  Peace  River  area  which  had  attract¬ 
ed  settlers  who  gained  entry  by  way  of  the  Sdson  and  Athabaska 
trails.  The  account  of  the  construction  of  the  road  includes 
in  detail  all  building  from  the  laying  of  the  first  rail  in 
Edmonton  in  1912  to  the  last  one  laid  at  Fairview  in  1928; 
the  section  about  operation  of  the  railway  deals  with  the 
quality  of  service  offered  by  the  different  agents  in  care  of 
the  road  throughout  the  period. 

When  the  promise  of  railroads  attracted  the  first 
settlers,  inadequate  transportation  brought  about  important 
social  and  economic  effects;  when  the  railway  arrived  and  ser¬ 
vice  was  continually  improved,  the  social  and  economic  status 
of  these  people  was  raised  until  they  approached  those  standards 
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attained  by  Canadians  generally. 

Political  disturbances  occurred  time  and  again  through¬ 
out  the  entire  period.  They  rose  largely  from  the  many  crises 
through  which  the  road  passed,  and  from  the  actions  taken  by 
different  governments  to  continue  its  construction  and  to 
maintain  its  operation.  Differences  of  opinion  arose  over 
the  guarantee  of  railway  bonds  in  1912,  the  choice  of  con¬ 
tractors,  the  route  of  the  railway,  the  difficulty  of  selling 
bonds,  the  collapse  of  service,  the  bankruptcy  of  the  owner, 
the  selection  of  a  second  operator,  the  supplying  of  capital 
for  re-conditioning,  the  appointment  of  still  a  third  oper¬ 
ator,  and  the  final  sale  of  the  road  in  1929.  The  govern¬ 
ments  of  Alberta  were  closely  involved  as  they  progress ively 
became  the  road’s  guarantor,  creditor,  lessor,  owner,  and 
operator.  Such  participation  involved  the  provincial  govern¬ 
ments  in  railway  policies  and  in  huge  investments  that  affect¬ 
ed  not  only  the  inhabitants  of  the  Peace  River  area  but  those 


of  the  whole  province. 
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Chapter  1 
INTRODUCTION 

The  story  of  the  Edmonton,  Dunvegan,  and  British  Col¬ 
umbia  Railway  from  the  time  it  was  chartered  in  1907  to  its 
final  sale  by  the  government  of  Alberta  to  the  two  trans¬ 
continental  railways  in  1929,  is  inseparably  intertwined  with 
the  development  of  Alberta’s  great  northern  empire,  the  Peace 
River  country.  Indeed,  to  no  small  degree  it  helped  to  shape 
the  history  -  political,  economic,  and  even  social  -  of  the 
province  at  large. 

The  story  begins  long  before  any  steel  -was  laid.  Anti¬ 
cipation  of  railway  construction  attracted  settlers  and 
speculators  from  all  parts  of  Canada  to  the  Peace  River  coun¬ 
try,  this  last  great  agricultural  frontier  of  the  western 
Canadian  plains.  Social  effects  began  when  these  settlers 
suffered  hardships  both  on  the  way  to  the  promised  land  and 
on  arrival,  largely  out  of  the  difficulties  of  transport. 
Economic  effects  began  when  the  inadequacy  of  local  markets 
and  the  lack  of  effective  connections  with  outside  markets 
became  father  to  a  host  of  other  economic  factors.  Even  after 
the  railroad  appeared  these  basic  factors  remained  to  create 
a  never-ending  series  of  troublesome  points,  such  as  the  set¬ 
ting  of  just  freight  rates,  the  raising  of  loans,  and  the 
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improvement  of  railway  service.  The  social  and  economic 
problems  that  developed  because  of  the  isolation  of  the 
community  grew  worse  as  private  enterprise  failed  to  build 
this  necessary  and  vital  road.  As  a  result,  pressure  was 
placed  on  governments  to  finance  or  build  the  project  and  so 
began  the  story  of  political  influences  that  affected  the 
entire  province.  The  extent  and  nature  of  provincial  aid, 
the  choice  of  contractors  for  construction,  the  materials 
used,  the  location  of  the  right-of-way,  the  freight  rates 
charged,  the  payment  of  defaulted  interest,  the  operating  and 
leasing  of  the  road,  the  extra  financial  burden  of  the  rail¬ 
road  on  the  province  all  became  political  issues  that  through 
the  road’s  eighteen  years  provided  newspaper  headlines, 
threatened  the  safety  of  provincial  governments,  and  influ¬ 
enced  every  resident  in  Alberta. 
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Chapter  2 

THE  LO DESTONE  OF  THE  PEACE 

The  vast  potential  wealth  of  the  Peace  River  country 
was  the  magnet  that  compelled  the  construction  of  a  railway 
for  its  exploitation.  Lying  some  three  hundred  miles  to  the 
northwest  of  Edmonton,  the  valley  of  the  Peace  was  separated 
from  the  older  settled  regions  of  the  prairies  by  the  rugged 
terrain  bordering  the  Athabaska  River. ^  These  difficulties 
retarded  the  building  of  a  railway,  but  the  magnitude  of  the 
prize  attracted  numerous  settlers  and  rendered  its  ultimate 
construction  inevitable. 

This  large  inland  reserve  had  no  fixed  boundaries  but 
the  area  that  appealed  most  strongly  to  the  pioneers  in  the 
first  decade  of  the  twentieth  century  lay  between  longitudes 
116°  and  120°  West,  and  latitudes  55°  and  57°  North.  Gener¬ 
ally  speaking,  the  region  is  bounded  on  the  west  by  the  Peace 
o 

River  Block  ,  on  the  south-west  by  the  wooded  foothills  of 


1The  name  Athabaska  is  also  spelled  with  a  ,!c".  The  Indian 
spelling  with  the  ”k”  is  used  in  this  thesis. 

2The  Peace  River- Block  was  an  area  of  which  the  natural 
resources  were  transferred  by  the  province  of  British  Columbia 
to  the  Dominion  in  consideration  of  the  construction  of  the 
Canadian  Pacific  Railway.  Control  of  these  natural  resources 
was  returned  to  the  province  in  19  30.  Although  the  Block  lay 
directly  across  the  Peace  River  and  was  equally  rich  in  nat¬ 
ural  resources  as  the  Alberta  portion  of  the  Peace  River 
country,  it  is  not  included  in  statistics  in  this  work.  Lying 
against  Alberta’ s  western  boundary,  it  was  too  remote  to  exert 
much  influence  in  drawing  settlement  in  earlier  years  and  the 
railroad  did  not  reach  its  confines  until  after  the  period 
which  this  study  covers. 
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the  Rocky  mountains,  on  the  south-east  by  the  rough  country 
paralleling  the  Athabaska  River,  and  on  the  north  and  east 
by  wooded  hills  and  swamps.  It  lies  largely  athwart  the 
Peace  and  Smoky  rivers  and  is  drained  by  them  and  their  tri¬ 
butaries.  This  great  country,  some  one  hundred  and  fifty 
miles  square,  approximates  in  size  the  area  of  Scotland  and 
contains  fifteen  million  acres  of  land,  largely  suitable  for 
agriculture. 

Although  the  region  centers  on  the  56th.  parallel  of 
north  latitude,  the  climate  is  favorable  for  agriculture.  It 
differs  little  in  nature  from  other  sections  of  the  prairie 
West.  Meteorological  information  reveals  that  the  whole  area 
has  a  mean  summer  temperature  of  57°F.  or  higher.  Most  of 
the  province  of  Alberta  north  of  Calgary  lies  in  this  summer 
temperature  belt.J  The  beginning  of  spring,  defined  as  the 
attainment  of  a  daily  mean  maximum  temperature  of  43°B. ,  occurs 
as  early  in  the  Peace  River  region  (April  1  to  6)  as  in  any 
area  of  the  Prairie  provinces  except  southern  Alberta.^  The 
northerly  latitude  gives  it  longer  summer  days.  Records 
reveal  a  frost-free  period  on  an  average  of  eighty  days  at 
Beaverlodge  as  compared  with  only  sixty-nine  at  Lacombe.  It 

SW.B.  Hurd  -  T.W.  G-rindley,  Statistical  Atlas,  (Ottawa: 
Dominion  Bureau  of  Statistics,  1931),  p.  15. 

^W.A.  Macintosh,  Prairie  Settlement,  The  Geographical 
Setting,  p.  156. 
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is  interesting  to  note  that,  although  winter  begins  earlier 
in  the  Peace  River  country,  damaging  summer  frosts  are  fewer 
there  than  at  Lacombe.  '  With  regard  to  moisture,  the  area  is 
not  quite  so  fortunate.  It  has  an  annual  precipitation  of 
approximately  fifteen  inches  compared  with  eighteen  inches  at 
Edmonton,  while  its  normal  rainfall  in  the  warm  season  is  less 
than  ten  inches  compared  with  Edmonton's  eleven  inches. ^  Park¬ 
land  vegetation  occurs  in  much  of  the  Peace  River  district 
even  though  the  precipitation  is  less  than  in  the  more  south¬ 
erly  parkland  areas. 

Much  open  country  and  good  soil  provided  further  in¬ 
ducements.  There  were  no  true  prairies  in  the  country  regard¬ 
less  of  such  place  names  as  High  Prairie  and  Grande  Prairie. 
Areas  of  open  grasslands  broken  by  bluffs  frequently  occurred. 
Though  some  measured  up  to  twenty  miles  in  diameter,  they  were 
true  parkland  terrain.  These  were  easily  cleared  and  probably 
reminded  many  of  the  pioneers  of  the  true  prairies  from  which 
they  had  come.  The  best  soils  found  in  these  islands  of  park- 
lands  were  the  fertile  black  kind  similar  to  that  of  the 
Edmonton  district.  These  in  turn  gave  way  to  surrounding 
belts  of  a  better  class  of  grey  soils  under  light  forest  cover 

W.A.  Macintosh,  op.  cit.  ,  p.  158. 
y W.B.  Hurd  -  T.W.  Grindley,  op.  cit.,  13  -  14. 

w. A.  Macintosh,  op .  cit .  ,  p.  162. 
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on  higher  lands.  Although  of  poorer  quality,  these  soils 
were  sufficiently  fertile  to  ensure  satisfactory  crop  returns. 
Second-class  wooded  soils  stretched  up  into  the  rougher  topo- 

Q 

graphy  of  the  more  heavily  wooded  hills.  The  pleasant,  open, 
level  and  grassy  parklands  with  their  richer  soils  naturally 
attracted  the  early  settlers. 

Other  natural  resources,  chiefly  minerals,  fish,  and 
timber,  may  have  offered  attractions  to  the  builders  of  the 
road  if  not  to  the  average  settler.  Earlier  travellers  had 
noticed  seams  of  coal  of  excellent  quality  in  numerous  loca¬ 
tions  on  the  Peace  and  Smoky.  Seepages  of  natural  gas,  high- 
grade  crude  oil,  and  tar  also  occurred.  The  larger  lakes 
contained  excellent  whitefish  and  the  establishment  of  a  fish¬ 
ing  industry  seemed  most  promising  at  Lesser  Slave  Lake  should 
a  railway  provide  an  outlet  to  markets.  Chief  among  the  re¬ 
sources  was  the  quantity  of  good  merchantable  timber  that 
stood  on  higher  ground  in  the  area.  Unusually  large  amounts 
grew  along  the  most  probable  route  into  the  country  near 
Lesser  Slave  Lake  to  the  east  of  the  Peace  River  region.  Cer¬ 
tain  areas  on  this  eastern  boundary  contained  stands  of  spruce 
amounting  to  30,000  board  feet  per  acre,  while  in  the  Peace 
River  area  proper,  valleys  of  streams  would  yield  up  to  20,000 
board  feet.  In  addition,  scattered  throughout  the  district, 


aW.A.  Macintosh,  Prairie  Settlement,  The  Geographical 
Setting,  pp.  162  -  3. 
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there  were  millions  of  cords  unfit  for  lumber  but  suitable 
for  mine  props,  railway  ties,  posts,  and  poles.0 

Perhaps,  too,  the  romantic  history  of  the  new  land 
helped  to  call  the  settler.  It  was  competition  between  the 
two  large  fur  companies,  the  North  West  and  the  Hudson’s  Bay, 
that  drove  the  great  explorer  and  fur  trader,  Alexander 
Mackenzie,  up  the  Peace  in  1792-5  on  his  search  for  an  over¬ 
land  route  to  the  Pacific  Ocean.  A  string  of  trading  posts 
had  been  built  along  the  mighty  river.  Fort  Fork  (1792)  was 
erected  on  the  Peace  a  few  miles  above  its  confluence  with  the 
Smoky  River,  not  far  from  the  present  town  of  Peace  River. 
Fourteen  years  later,  some  sixty  miles  upstream,  appeared 
Fort  Dunvegan.  Because  it  lay  on  the  expected  route  it  was 
destined  to  give  its  historic  name  to  the  railroad.  A  McLeod 
of  the  island  of  Skye  named  it  after  his  ancestral  castle 
whose  construction  antedated  the  year  1000  A.D.  Still  far¬ 
ther  westward  on  the  river  stood  Fort  St.  John  and  from  these 
and  other  forts  bales  of  fur  were  shipped  by  canoe  or  eight- 
oared  York  boat  on  their  arduous  and  dangerous  journey  to 
Montreal  by  way  of  countless  rivers  and  lakes.  In  this  early 
age  the  Peace  River  region  became  well-known  not  only  for 

9F.H.  Kitto,  The  Peace  River  Country  (Ottawa:  Natural 
Resources  Intelligence  Service,  1928),  pp.  44  -  46. 

'Oj.N.  Wallace,  The  Wintering  Partners  on  Peace  River, 
p .  29 . 

1 -“J.N.  Wallace,  op.  cit.  ,  72  -  5. 
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furs  but  also  for  buffalo,  deer,  and  moose  whose  flesh  was 
dried  and  sent  as  food  to  the  game-barren  fur  regions  to  the 

east.  Although  gardens  were  grown  and  horses  and  cows  appear- 

12 

ed  by  1859,  ’  agriculture  long  remained  secondary  to  fur  trad¬ 
ing  and  served  only  to  supplement  the  food  of  the  few  traders. 

Agriculture,  however,  gradually  came  into  its  own.  The 
forts  along  the  Peace  had  attracted  Indian  settlements,  and 
to  these  had  come  Anglican  and  Catholic  missionaries  who  en¬ 
couraged  farming.  The  first  agricultural  settlement  was 
formed  across  the  river  from  the  site  of  old  Fort  Fork  at 
Shaftesbury.  It  was  on  narrow  bench  land  a  few  feet  above  the 
river  but  800  feet  below  the  general  prairie  level.  These 
early  attempts  at  farming  revealed  the  suitability  of  the 
northland  for  agriculture.  Fertility  and  rainfall  proved 

adequate  to  produce  a  high  yield  and  a  good  quality  of  grain. 

15 

Practically  frost-free  summers  usually  assured  its  ripening. 
The  products  of  the  settlement  revealed  the  potentialities  of 
the  region's  soil  and  climate  and  served  to  advertise  the  area 
in  the  Canadian  West. 

At  the  beginning  of  the  century  the  romance  of  the 
Klondike  helped  further  to  spread  the  fame  of  the  fair  Peace 

^“'Queen's  Quarterly,  Vol.  36,  1929,  p.  484.  E.  Jaffary, 
"Farming  in  the  Peace  River  a  Hundred  Years  Ago". 
l^F.H.  Kit to,  The  Peace  River  Country,  p.  15. 
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River  valley.  Some  of  the  gold  seekers  sought  to  reach  the 
Yukon  gold  fields  by  a  short  cut  through  this  region.  Some 
trekked  no  farther  than  the  valley.  They  were  willing  to 
exchange  the  remote  possibility  of  riches  from  the  gold  fields 
for  the  surer  returns  from  farming  in  the  new  area.  Others 
continued  farther,  only  to  be  stopped  by  the  mountains.  They, 

returning  to  Edmonton,  brought  favorable  reports  of  the  dis- 

,  .  ,  14 

trict. 

In  this  manner  traders,  goldseekers,  missionaries, 

surveyors,  and  adventurers  served  to  prove  the  potentialities 

of  the  land  and  to  make  them  widely  known  by  the  first  decade 

of  the  twentieth  century.  Not  until  1909,  however,  when  most 

of  the  land  in  the  vicinity  of  Edmonton  had  been  settled,  did 

many  turn  in  earnest  to  this  last  great  reserve. 

An  added  incentive  that  made  the  Peace  River  district 

most  attractive  was.  the  promise  of  easy  access  by  means  of  a 

railroad.  Of  the  many  ’’paper"  railroads  then  being  chartered 

in  the  Peace  River  area  the  most  promising  were  the  Grand 

Trunk  Pacific  and  the  Canadian  Northern.  The  former  in  1905 

]  5 

surveyed  the  area  as  a  possible  route  to  the  Pacific;"  the 
latter  company  in  1911  surveyed  a  route  through  the  Whitecourt 
Grande  Prairie  district  and  purchased  town  sites  for  subdiv- 


14C.A.  Dawson  -  A.W.  Murchie,  Settlement  of  the  Peace 
River _Country ,  p.  23  (Toronto,  McMillan,  1934;. 

Talbot,  The  Making  of  a  Great  Canadian  Railway, 

p .  34. 
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ision  purposes.  1  One  of  the  many  inactive  chartered  roads 
was  the  Edmonton,  Dunvegan,  and  British  Columbia  Railway 
which  was  to  be  built  from  Edmonton  through  old  Fort  Dunvegan 
on  the  north  bank  of  the  Peace  River  and  then  far  up  the 
valleys  of  the  Peace  and  Parsnip  to  Fort  George  in  British 

17 

Columbia.  S.A.  Sandgrun  of  Edmonton,  two  other  Canadians 
from  Winnipeg  and  Ottawa,  and  two  Americans  from  Spokane 
formed  the  company.  Capital  stock  was  set  at  one  million 
dollars  and  the  head  office  was  to  be  in  Edmonton.  The  Domin¬ 
ion  Government  granted  the  charter  in  1907.  The  statute  called 
for  a  road  built  to  standard  specifications,  to  be  started  with- 
in  two  years,  and  to  be  completed  in  five.""  There  was,  how¬ 
ever,  nothing  at  that  time  to  suggest  that  this  projected 
road  was  different  from  the  host  of  others  that  remained  but 
dreams  or  idle  wishes  in  the  minds  of  imaginative  promoters. 


'Grande  Prairie  Herald,  1927,  February  28. 
-^Statutes  of  Canada,  6-7,  Edward  VII,  Chap.  85. 
-^‘Statistics  of  Canada,  6-7,  Edward  VII,  Chap.  85. 


11 


Chapter  3 

TRAILS  TO  THE  VALLEY 

With  the  possibility  of  a  railroad  providing  access  to 
outside  markets,  the  promising  land  of  the  Peace  River  country 
drew  numerous  settlers.  They  gained  entry  through  the 
two-hundred  mile  barrier  of  forests,  rough  lands,  and  boggy 
territory  by  two  main  routes.  The  first  of  these  was  known 
as  the  Edson  Trail.  The  travellers  would  proceed  west  from 
Edmonton  for  one  hundred  and  fifty  miles  on  the  Grand  Trunk 
Pacific  Railway  to  Edson.'1'  There  they  would  alight  and  collect 
their  baggage  and  what  household  and  farming  equipment  they  had 
brought  with  them  on  the  mixed  train.  After  supplementing 
these  by  purchases  in  the  town,  they  would  begin  the  long  and 
arduous  journey  north  to  Grande  Prairie  for  some  one  hundred 
and  sixty  miles  by  way  of  Sturgeon  Lake.  Settlers  travelled 
the  route  on  foot,  on  pack  horse,  or  by  wagons  drawn  by  horses 
or  oxen.  At  first,  time  seemed  priceless  to  many  who  hurried 
to  win  the  choicest  parcels  of  land  which  lay  across  the  bar¬ 
rier.  ’’Hell-bent  for  the  Peace”  became  the  slogan  as  human 
greed  prevailed  over  courtesy. 

■^Construction  on  this  line  had  reached  the  town  in  July, 
1910.  Though  first  called  ’’Heatherwood” ,  its  grateful  residents 
renamed  it  Edson  in  1911  in  honor  of  Edson  J.  Chamberlain,  vice- 
president  of  the  company  which  brought  them  this  road. 


* 
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The  first  twenty  miles  of  the  trail  lay  in  a  north¬ 
westerly  direction  from  Edson  over  low  and  swampy  ground. 

Sound  horses  which  had  been  bought  for  astronomical  prices  in 
Edson  were  often  lost  in  these  muskegs.  There  they  floundered, 
helplessly  entangled  or  injured  beyond  recovery  through  torn 
muscles  or  over-exertion.  Women  and  children  could  sometimes 
be  seen  crying  beside  a  covered  wagon  mired  deep  in  holes 
along  the  almost  impassable  sections  of  the  trail.  Often  in 
their  haste,  succeeding  travellers  would  pull  out  and  around 
a  mired  wagon  and  continue  on  their  hurried  way  only  to  en¬ 
counter  difficulties  of  their  own  and  receive  the  same  dis¬ 
courtesy  a  few  miles  ahead. 

The  rest  of  the  trail  proved  almost  as  difficult. 

Miles  27  to  35  led  over  the  higher  ground  which  lay  between 
the  watershed  of  the  McLeod  and  Athabaska  rivers.  Here,  steep 
hills  presented  different  problems.  Loads  often  had  to  be 
divided  into  three  parts,  each  transported  up  the  ascent  sep¬ 
arately.  At  this  stage  of  the  route,  common  troubles  and  the 
necessity  of  co-operation  prompted  many  different  "outfits" 
to  combine.  Frequently  loads  were  hauled  up  hills  intact  by 
the  doubling  up  of  teams.  These  groups  then  continued  on 
together  in  little  caravans  to  which  numbers  gave  an  added 
sense  of  security  and  comradeship.  Mile  35  was  notorious  for 
its  steep  gradient.  An  eye-witness  wrote: 
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At  Mile  35  Hill  I  once  saw  a  perfectly  good  piano 
set  off  at  the  side  of  the  road.  On  two  different 
occasions  I  have  discovered  mowing  machines  cached  in 
the  bush  along  the  trail. 

Various  other  articles  were  seen  abandoned  along  the  route. 
Family  relics,  heirlooms,  and  even  necessary  but  heavy  imple¬ 
ments  became  dispensable  when  roads  proved  unusually  bad. 
Crossing  the  Athabaska  River  at  Mile  53  was  another  hazard 
since  ferry  cables  occasionally  broke.  Settlers,  to  save 
ferry  tolls,  sometimes  tried  to  ford  the  river  in  seasons  of 
low  water.  Fortunately  the  northern  part  of  the  trail  was 
somewhat  easier  than  the  southern  one.  At  Sturgeon  Lake  it 
turned  west  towards  Grande  Prairie.  After  crossing  the  Big 
Smoky  by  ferry,  the  traveller  would  invariably  breathe  a  sigh 
of  relief  when  the  end  of  the  trail  was  suggested  by  the  appear¬ 
ance  of  the  first  of  the  open  parkland  areas  of  the  Peace  River 
country. 

•As  the  years  passed,  conditions  improved  somewhat  along 
the  entire  route.  Roadhouses  gradually  made  their  appearance 
at  convenient  stopping  places  along  the  way.  Although  meals 
were  reasonable  in  price,  fodder  for  horses  was  dear.  Since 
transactions  were  on  a  cash  basis  and  money  was  scarce,  most 
of  the  travellers  slept  on  their  own  bedding  in  outside  shel¬ 
ters  if  the  weather  was  good.  Three  of  the  most  popular  road- 

o 

Raymond  Thompson,  "Edson  Trail”,  Edmonton  Journal ,  1926, 
March  20,  p.  6. 
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houses  were  at  the  top  of  Mile  35  Hill,  at  the  Athabaska 

ferry,  and  at  Mile  70  on  Marsh-head  Creek.  Generally,  pack 

horses  could  make  the  entire  journey  in  ten  days,  but  wagons 

loaded  with  settlers’  effects  often  took  from  three  to  five 

weeks.  As  time  was  precious  and  fodder  high,  travellers  often 

pushed  on  too  quickly  leaving  horses  insufficient  time  to 

graze.  Towards  the  end  of  the  journey  those  horses  which 

managed  to  survive  the  ordeal  were  invariably  skin  and  bones. 

The  Trail  occasionally  took  its  toll  of  settlers,  too.  In  a 

few  instances  travellers  on  foot  disappeared  along  the  way, 

2 

not  to  be  heard  of  again.  Perhaps  they  were  drowned  in 
attempts  to  ford  swollen  rivers  or  lost  in  other  attempts  at 
dangerous  shortcuts. 

The  other  main  entry  to  the  Peace  River  country  was  by 
way  of  Athabaska  Landing  and  Lesser  Slave  Lake.  By  1910  sett¬ 
lers  travelling  light  could  ride  the  stage  to  Athabaska  Land¬ 
ing.  The  first  night  of  the  journey  would  be  spent  at  Aggie’s 
stopping  place  half  way  to  the  Athabaska  River.  Another  day’s 
journey  would  set  them  down  at  the  Landing  where  a  stern-wheel 
steamer  carried  them  up  the  Athabaska  and  Lesser  Slave  Rivers, 
and  then  across  Lesser  Slave  Lake  to  Grouard.  From  there  the 
journey  continued  by  hired  team  across  country  either  to 


^Raymond  Thompson,  ’’Edson  Trail’’,  Edmonton  Journal,  1926, 
March  20,  p.  7. 
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Peace  River  Crossing  or  to  Grande  Prairie  by  way  of  Sturgeon 
Lake.  Should  the  traveller  wish  to  proceed  to  Grande  Prairie 
from  Peace  River  Crossing,  he  would  take  a  steamboat  up  the 
Peace  River  to  Dunvegan  and  then  continue  by  coach  or  hired 
team  south  through  the  Spirit  River  settlement  to  his  destin¬ 
ation.  Of  the  entire  trail  from  Edmonton,  the  Grouard-Peace 
River  section  was  the  worst.  It  was  at  times  similar  to  the 
Edson  trail  in  treacherousness.  A  fur  trader  who  travelled 
the  route  in  1911  writes: 

In  the  morning  we  set  out  over  seventy  miles  of 
muskeg,  mud,  and  up-ended  roots  that  was,  by  court¬ 
esy,  called  a  road.  In  places  it  was  a  mere  gash 
through  the  thick  poplars,  yet,  over  this  trail,  all 
the  freight  of  the  Peace  River  country  was  hauled.4 

In  winter,  boat  transportation  gave  way  to  sleighs  which  trav¬ 
elled  on  the  ice  of  the  rivers  and  lakes. 

But  if  travel  by  stage  was  bad,  settlers  weighted  down 
with  household  effects  and  farm  implements  fared  much  worse 
along  the  trail.  With  fewer  horses  than  the  stage,  they  had 
to  travel  more  slowly  and  stop  more  frequently  to  permit  the 
animals  to  graze.  Roads  proved  the  chief  obstacle  to  them 
because  they  were  confined  to  land  routes  throughout  the  en¬ 
tire  journey.  In  winter,  frozen  roads  and  the  ice  of  rivers 
gave  a  firmer  base  for  the  heavy  loads  but  the  cold  and  drifts 


4P.H.  Godsell,  Arctic  Trader,  p.  115,  (New  York,  Putnam, 
1934) . 
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of  snow  presented  problems,  too.  A  witness  writes  of  meet¬ 
ing  settlers  who  were  on  the  way  from  Grouard  to  Peace  River 
Crossing: 

About  twenty  miles  out  I  met  the  vanguard  of  the 
last  great  mass  movement  of  white  people  into  the  un¬ 
occupied  lands  of  the  Canadian  Northwest.  It  con¬ 
sisted  of  a  team  of  heavy  horses  hauling  a  large 
caboose  on  bobsleighs  from  the  roof  of  which  an  enor¬ 
mous  plume  of  white  smoke  trailed  up  into  the  frosty 
air.  A  gray-bearded  old  veteran  was  standing  before 
a  little  window  holding  the  reins  which  passed  through 
a  leather-covered  hole  in  the  canvas  wall.  He  stopped 
the  conveyance  when  we  met  and  invited  me  in  to  get 
warmed  up. 

Within  was  a  good-sized  cook-stove,  a  supply  of 
split  wood,  a  wardrobe  and  a  conglomeration  of  trunks, 
household  furniture,  harness,  saddles,  pails,  pitch- 
forks,  and  what  not.  A  gray-haired  lady  offered  me  a 
cup  of  tea,  inquired  anxiously  the  distance  to  the 
river,  and  asked  a  thousand  questions  about  the  coun¬ 
try.  By  this  time  I  noticed  two  good-sized  girls  and 
a  boy,  all  dressed  in  jean  overalls,  amongst  the  bag¬ 
gage,  who  told  me  they  had  sold  out  in  Montana  and 
had  driven  all  the  way  with  the  intention  of  settling 
on  the  north  shore  of  the  Peace. 

Hardly  had  I  left  when  I  met  a  similar  conveyance, 
though  far  more  rickety,  hauled  by  the  queerest  team 
I  ever  saw  -  an  ox  and  a  mule. 

Such  "outfits”  occasionally  arrived  by  the  dozens  in  a 
single  day,  having  spent  from  three  to  five  weeks  on  either 
the  Edson  or  the  Athabaska-Grouard  trail.  Through  these  two 
routes  poured  varied  types  of  settlers  attracted  to  the  Peace 
River  country  by  story  and  fact.  The  newcomers  put  their 
lives  and  possessions  in  jeopardy  by  their  faith  in  the  pro- 


5R.H.  Godsell,  Arctic  Trader,  p.  117,  (New  York,  Putnam, 
1934) . 
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ductivity  of  the  new  area  and  in  the  promise  of  a  railroad 

i 

which  arduous  journeys  had  proved  so  vitally  needed. 

By  1911  the  great  rush  into  the  Peace  River  country 

had  started.  That  year  found  over  three  thousand  people 

0 

living  in  the  district.  In  the  following  year  immigration 
reached  its  peak.  By  1921  the  population  had  jumped  to  near- 

7 

ly  twenty  thousand  ,  a  remarkable  increase  of  six  hundred 
per  cent  in  a  single  decade.  The  onset  of  a  depression  in 
1914,  the  deterrent  effect  of  the  First  World  War,  and  the 
depression  which  followed  in  1921  would  suggest  that  most  of 
the  settlers  must  have  arrived  in  the  early  years  of  1911, 
1912,  and  1913. 


^Census  of  Alberta,  1936,  (Ottawa:  Dominion  Bureau  of 
Statistics)  Table  6,  Division  #  15  and  #  16. 

^Census  of  Prairie  Provinces,  1926,  Table  6, 


p .  564. 


18 


Chapter  4 

THE  NEED  OF  THE  NORTHLAND 

In  those  early  years  there  were  constant  demands  that 
the  railway  companies  build  the  roads  already  chartered.  The 
need  for  rail  service  was  most  pressing.  The  standard  of 
living  in  the  Peace  River  district  was  low  because  the  farmer 
had  no  market  for  his  surplus  products  and  therefore  acquired 
little  cash.  Settlers  mainly  lived  ’’off  the  farm’’  and  hired 
out  to  obtain  what  little  money  they  could.  The  few  goods 
which  did  arrive  from  the  outside  were  offered  at  high  prices 
because  of  the  great  cost  of  freighting  them  into  the  country 
over  the  rough  trails.  The  small  amount  of  money  on  hand 
scarcely  paid  for  bare  necessities,  and  never  permitted  the 
purchase  of  sufficient  equipment  to  make  farming  easier. 

The  need  was  social,  however,  as  well  as  economic. 
Difficulty  of  access  tended  to  retard  cultural  and  social 
relationships.  Women  were  reluctant  to  make  the  hazardous 
journey.  Few  school  teachers,  doctors,  dentists,  or  nurses 
were  willing  to  overlook  the  lack  of  conveniences  and  scarcity 
of  people.  The  population  was  chiefly  male,  ’’shacking  and 
flap- jacking  its  way  through  the  years”.  Lack  of  railroads 
within  the  region  itself  curtailed  the  movement  of  residents 
so  that  many  never  ventured  beyond  the  local  store.  Perman¬ 
ency  of  establishment,  in  other  instances,  was  slight  because 
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the  country  lacked  a  railroad  to  settle  the  population. 
Homesteaders  grew  discouraged  and  drifted  elsewhere.  A  road 
would  also  provide  access  to  outside  markets,  give  economic 
stability,  and  attract  a  density  of  population  that  would 
permit  a  higher  standard  of  living. 

As  the  years  passed,  a  rail  link  with  Edmonton  seemed 
no  more  certain.  The  issuing  of  charters  and  the  surveying 
of  roads  suggested  construction  which  falsely  raised  hopes 
and  increased  settlement.  By  the  close  of  1911,  residents 
of  northern  Alberta  became  impatient.  There  was  no  lack  of 
paper  railroads  for,  between  1899  and  1913,  governments  had 
issued  to  private  companies  no  fewer  than  eleven  charters  for 
roads  to  run  to  or  through  the  Peace  River  area.  The  first 
and  last  might  be  briefly  mentioned  as  being  representative 
of  such  roads.  In  1899,  in  the  feverish  days  of  the  Klondike 
gold  rush,  the  Dominion  government  issued  a  charter  to  the 
Edmonton,  Yukon,  and  Pacific  Railway  Company  for  the  construe 
tion  of  a  road  through  the  district.1  In  1913  the  Athabaska 
and  Grande  Prairie  Railway  Company  was  granted  a  charter  to 
build  a  line  from  Solomon,  on  the  Grand  Trunk  Pacific  near 
Jasper,  north  through  Grande  Prairie  to  Dunvegan  on  the  Peace 
All  such  companies  proved  still-born  and  not  a  mile  of  track 

Statutes  of  Canada,  62-63  Victoria,  1899,  Chap.  64. 

^Statutes  of  Canada,  3-4  George  V,  1913,  Chap.  64. 
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benefited  the  residents  of  the  north. 

The  failure  of  private  enterprise  to  finance  the  con¬ 
struction  of  a  railroad  into  the  Peace  River  area  caused,  by 
1911  the  growth  of  considerable  political  pressure  for 
government  aid.  When  it  appeared  that  the  chartered  compan¬ 
ies  would  not  of  themselves  fulfil  the  hopes  of  the  people 
of  Alberta  for  a  rail  line  into  their  new  country,  local 
organizations  began  to  urge  the  provincial  government  to 
solve  the  transportation  problem.  Contractors,  too,  without 
capital  or  reluctant  of  the  risk,  undoubtedly  lobbied  for  guar¬ 
antees.  The  Liberal  government  of  Premier  A.L.  Sifton  was  very 
reluctant,  however,  to  extend  aid  for  railroad  construction. 

It  was  ever  mindful  of  the  fact  that  it  was  such  support  given 
the  Alberta  and  Great  Waterways  Railway  Company  in  1909  that 
produced  incidents  which  culminated  in  the  downfall  of  Premier 
A.C.  Rutherford.1  s  government  in  1910. 

Since  this  unfortunate  episode  greatly  affected  the 
policy  of  provincial  governments  with  regard  to  railway  mat¬ 
ters,  it  is  desirable  to  review  briefly  its  history.  In  Feb¬ 
ruary,  1909,  Premier  Rutherford,  who  was  strongly  intrenched 
in  power,  launched  a  policy  to  aid  railway  construction, 
guaranteed  railway  bonds  to  the  extent  of  twenty-five  million 
dollars  on  1761  miles  of  line  to  be  built  by  the  Canadian 
Northern,  the  Grand  Trunk  Pacific,  and  the  Alberta  and  Great 
Waterways  railway  companies.  The  last  company,  more  conven¬ 
iently  referred  to  as  the  A.  oc  G.W,  ,  received  a  guarantee  on 
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its  bonds  of  twenty  thousand  dollars  a  mile  for  a  maximum 
distance  of  three  hundred  and  fifty  miles.  In  the  provincial 
election  in  March  Premier  Rutherford  was  returned  to  power 
with  an  overwhelming  majority  of  thirty-seven  Liberals  to  an 
opposition  of  three  Conservatives  and  one  Socialist.  In 
November  Mr.  W.R.  Clarke,  a  Kansas  banker  who  was  promoter 
and  president  of  the  A.  &  G.  W.  Company,  sold  the  bonds 
amounting  to  $7, 400, 000  through  the  Morgan  firm  in  New  York 
allegedly  at  par  and  deposited  the  money  in  local  banks  to 
the  government’s  credit. 

Misunderstanding  and  suspicion  soon  arose.  A  few  days 
later  it  was  learned  that  the  bonds  were  sold  at  110  instead 
of  at  par  and  that  the  additional  $740,000  had  strangely  dis¬ 
appeared.  During  the  winter  dissension  developed  in  the 
Liberal  party.  Criticism  grew  over  the  route  chosen.  In  Feb¬ 
ruary,  1910,  Mr.  W.H.  Cushing,  Minister  of  Public  Works ,  re¬ 
signed  because  he  maintained  that  the  guarantee  of  the  railway 
bonds  had  been  made  without  his  knowledge  and  that  he  believed 
this  method  of  aid  inadequately  protected  the  interests  of  the 

4 

province.  He  stated  also  that  the  road  could  be  built  under 
similar  specifications  but  for  twelve  thousand  dollars  a  mile. 
A  Liberal  member  presented  a  resolution  in  the  house  calling 


^Statutes  of  Alberta,  9  Edward  VII,  1909,  Chap.  16. 
^Canadian  Annual  Review,  1910,  p.  510. 
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for  the  expropriation  of  the  company  and  construction  of  the 
road  by  a  commission  of  three  persons  appointed  by  the  legis¬ 
lature.  The  opposition,  ably  led  by  Mr.  R.B.  Bennett,  intim¬ 
ated  that  the  missing  money  was  in  Mr.  Clarke’s  pocket. 

There  were  rumors  that  some  of  it  had  found  its  way  into 
those  of  the  cabinet  members’ .  Two  more  ministers  resigned 
and  a  vote  of  confidence  which  passed  only  by  twenty  votes  to 
seventeen  revealed  a  split  in  the  Liberal  ranks.  To  clear 
himself  and  his  government,  Mr.  Rutherford  moved  a  resolution 
calling  for  a  commission  to  investigate  any  personal  interest 
government  members  might  have  had  in  the  A.  &  G.  W.  trans¬ 
actions.  Although  the  commission  exonerated  the  ministers  of 

5 

any  personal  implications  ,  Mr.  Rutherford  resigned  and  was 
succeeded  by  Mr.  A.L.  Sifton. 

The  commission’s  report  caused  the  matter  to  slip  from 
public  notice  and  slowly  healed  the  rift  in  the  Liberal  party 
but  a  new  difficulty  arose.  When  the  new  premier  hoped  to 
end  the  A.  &  G.  W.  controversy  by  introducing  a  bill  declaring 
the  proceeds  of  the  sale  of  bonds  part  of  the  general  revenue 
of  the  province,  a  lengthy  and  costly  litigation  followed. 

The  banks  refused  to  release  the  money  on  the  ground  that  it 
lay  in  trust  for  railway  construction  only.  The  government 

^Report-Royal  Commission  re  Alberta  and  Great  Waterways 
Railway  -  1910,  August  23,  pp.  37  -  38,  58. 
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immediately  entered  suit  and  the  legal  battle  continued  for 
three  years.  Lower  courts  held  government  appropriation 
valid,  but  in  1913  the  Privy  Council  upheld  the  banks’  claim 
and  the  government  was  obliged  to  leave  the  funds  intact  for 
railway  construction. 
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Chapter  5 

A  PROMISING  START 
(1912-1914) 

Although  it  was  government  aid  to  railroads  that  pre¬ 
cipitated  the  A.  &  G.  W.  "scandal" ,  the  great  need  for  steel 
into  the  north  and  the  reluctance  of  private  companies  to 
build  without  assistance  induced  the  Liberal  administration 
to  act.  In  1912  it  promoted  construction  by  guaranteeing 
the  bonds  of  several  railway  companies.  The  struggle  with 
the  banks  for  the  expropriation  of  the  proceeds  from  the  sale 
of  the  A.  &  G.  W.  bonds  still  continued,  but  popular  demand 
for  roads  and  the  hope  that  construction  elsewhere  might  turn 
attention  from  the  unfortunate  incident  may  have  persuaded 
the  premier  to  this  new  action. 

Of  the  total  of  1813  new  miles  of  road  that  received 
guarantees  totalling  $25,755,000^  in  1912,  the  most  pertinent 
to  this  discussion  were  those  extended  to  the  Canadian  Nor¬ 
thern  and  the  Edmonton,  Dunvegan,  and  British  Columbia  railway 
companies  for  construction  into  the  Peace  River  area.  The 
former  company  received  a  guarantee  of  $15,000  a  mile  for  100 
miles  of  line  to  run  from  Athabaska  Landing  to  Peace  River 
Crossing  by  way  of  the  north  shore  of  Lesser  Slave  Lake,  while 

^Canadian  Annual  Review,  1912,  p.  588. 
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another  of  its  lines  from  Onoway  through  Grande  Prairie  to 

the  Pine  or  Peace  River  pass,  was  given  a  guarantee  of 

2 

$20,000  per  mile.  Both  of  these  chartered  branches  wrere  to 
influence  the  route  and  policy  of  the  second  which  was  the 
Edmonton,  Dunvegan,  and  British  Columbia  Railway  Company, 
usually  referred  to  as  the  E.  D.  &  B.  C.  This  was  the  only 
road  destined,  in  spite  of  innumerable  difficulties  and  adven¬ 
tures,  to  reach  the  area.  The  guarantee  was  not  to  exceed 
$20,000  a  mile  for  three  hundred  and  fifty  miles  of  construc¬ 
tion  from  Edmonton  to  the  British  Columbia  border  by  way  of 
the  south  shore  of  Lesser  Slave  Lake  and  Dunvegan.  The  rail¬ 
way  derived  its  name  from  these  points  on  its  projected  route. 
Fifty  miles  were  to  be  constructed  before  any  money  was  to  be 

advanced;  one  hundred  miles  were  to  be  built  before  the  close 

3 

of  1912,  and  the  whole  completed  by  December  31st,  1914. 

The  government’s  action  of  guaranteeing  the  bonds  of 
twenty  five  million  dollars’  worth  of  railway  construction 
was  of  such  importance  and  magnitude  that  it  could  not  have 
escaped  criticism.  Total  provincial  guarantees  in  1912  amount¬ 
ed  to  3,074  miles  at  $44,098,000.  The  underwriting  of  such  a 
sum  worried  the  more  conservative  of  the  people  lest  for  some 

^Statutes  of  Alberta,  3  George  V,  1912,  Chap.  19. 

^Statutes  of  Alberta,  3  George  V,  1912,  Chap.  16. 
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reason,  the  roads  fail  and  the  government  be  called  upon  to 
shoulder  such  a  staggering  debt.  The  opposition  in  the  legis¬ 
lature  objected  to  this  method  of  aid  claiming  that  the  agree¬ 
ment  was  too  similar  to  the  A.  &  G.  W.  contract  which,  it 
believed,  did  not  properly  safeguard  the  interests  of  the 
province.  It  charged  that  the  act  was  too  vague  because 
there  was  no  indication  whether  the  company  would  operate  the 
E.  D.  &  B.  C.  after  its  completion,  or  what  freight  rates 
would  be  permitted;  that  no  provision  was  made  for  workers’ 
rights  during  construction,  and  that  the  clause  calling  for 

100  miles  of  road  by  the  end  of  the  year  was  valueless  be- 

4 

cause  the  mileage  need  not  be  continuous.  This  criticism 
which  occurred  at  the  start  of  construction  was  mild  compared 
to  that  which  followed  in  later  years.  It  reached  its  height 
when  the  government,  because  of  this  type  of  aid,  had  to 
assume  the  full  financial  obligations  of  the  bankrupt  road  in 
a  time  of  depression  when  ordinary  financial  problems  would 
have  proved  trouble  enough. 

In  1912,  too,  the  government  announced  that  the  builder 
of  the  road  would  be  J.D.  McArthur  of  Winnipeg.5  This  man  had 
assumed  control  of  the  road  from  the  original  charter  members 
and  had  succeeded  in  persuading  the  provincial  administration 


^Canadian  Annual  Review,  1912,  p.  589. 
5Edmonton  Journal,  1912,  February  10. 
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to  guarantee  his  bonds.  He  was  an  experienced  contractor 
who  had  constructed  large  sections  of  the  Grand  Trunk  Pacific 
Railway  and  was  at  that  time  building  the  Hudson’s  Bay  Rail¬ 
way  for  the  Dominion  government.  In  spite  of  the  facts, 
suspicion  concerning  his  integrity  arose  in  political  circles 
and  mounted  in  later  years  as  troubles  beset  the  road.  Bor 
the  most  part,  such  distrust  and  criticism  were  entirely  un¬ 
founded,  but  many  people,  still  mindful  of  the  rumors  and 
distrust  that  fell  upon  the  head  of  the  old  A.  &  G.  W.  com¬ 
pany,  believed  all  rumors  and  suspected  the  worst  and  con¬ 
demned  all  railway  contractors  as  perfidious  and  corrupt. 

The  proposed  route  was  somewhat  roundabout.  From 
Edmonton  it  was  to  run  northwest  to  the  Pembina  River  and 
then  northerly  along  the  eastern  bank  of  that  stream  to  its 
confluence  with  the  Athabaska.  From  there  it  would  continue 
down  the  eastern  shore  of  the  latter  river  and  cross  it  at 
its  junction  with  the  Lesser  Slave  River.  Turning  west  at 
this  point,  the  road  would  follow  the  south  shore  of  the 
Lesser  Slave  River  and  Lake.  Such  a  route  followed  low  ground 
and  avoided  the  Swan  Hills  which  lay  in  a  direct  line  between 
Edmonton  and  the  Peace  River  country.  From  the  lake  it  was 
to  run  north  and  west  to  cross  the  Peace  River  at  Dunvegan. 
Beyond  this  point  the  right-of-way  was  indefinite  as  Mr.  McAr¬ 
thur’s  guaranteed  mileage  ended  here.  It  also  seemed  wiser 


28 


to  wait  and  connect  with  the  Pacific  and  Great  Eastern  Rail¬ 
way  which  had  as  its  eastern  terminus  this  same  general  area 
of  the  Peace  River  Block  near  Pouce  Coupe. 

The  year  1912  saw  a  start  in  the  actual  construction 
of  the  railway.  In  February  Mr.  McArthur,  no  doubt  avoiding 
the  purchase  of  high-priced  land  within  city  limits  and  ex¬ 
tended  negotiations  with  the  city  council  on  a  right-of-way 
6 

into  town,  purchased  one  hundred  and  forty  acres  of  land 
northwest  of  the  city  limits  six  miles  from  the  Edmonton  Post 
Office.  The  contractor  apparently  made  good  use  of  the  phrase 
"at  or  near  the  city  of  Edmonton"  which  gave  him  considerable 
latitude  in  his  choice  of  a  station  site.  By  the  end  of  May 
Mr.  J.D.  McArthur  had  let  the  grading  contract  for  the  first 
125  miles  to  Mirror  Landing  on  the  Athabaska  to  his  brother, 
Mr.  D.F.  McArthur,  and  had  ordered  the  necessary  steel  rails 
and  fastenings  for  immediate  delivery.  The  end  of  August 
found  offices  and  a  four-engined  roundhouse  being  completed, 
track  connections  laid  to  the  Grand  Trunk  Pacific  lines,  grad¬ 
ing  gangs  distributed  along  the  way  to  Mirror  Landing,  and  the 

7 

whole  right-of-way  to  that  point  practically  cleared. 

As  summer  drew  to  a  close,  however,  difficulties  slowed 

^Department  of  Railway  Files,  Ottawa,  #14635  Pt.  1. 

7Grouard  News ,  1912,  August  10. 
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work  to  such  an  extent  that  the  one  hundred  miles  of  steel 

required  by  the  close  of  the  year  seemed  very  unlikely.  A 

bridge  nine  hundred  feet  long  was  necessary  at  the  Sturgeon 

River,  but  it  was  fortunate  that  the  rest  of  the  route  to  the 

Athabaska  River  needed  very  little  timber  work.  At  the  same 

time  the  Grand  Trunk  Pacific  was  hampered  by  a  railroad  strike 

and  Mr.  McArthur  had  to  send  his  own  rolling  stock  east  for 
8 

steel.  The  cars  had  to  be  unloaded  and  then  returned  for 
more.  Moreover,  unusual  amounts  of  rainfall  stopped  operations 
on  the  right-of-way  for  six  weeks.  Grading  and  bridge  mater¬ 
ials  bound  for  the  northern  end  of  the  section  by  way  of  the 
Canadian  Northern  to  Athabaska  and  then  by  steamer  up  the 

q 

river  to  Mirror  Landing  were  delayed  in  transit.1'  Low  water 
in  the  Athabaska  River  brought  navigation  to  an  unusually 
early  end  in  the  fall  and  caused  shortages  in  supplies  to  the 
contractors  working  south  from  Athabaska  Landing. ^  A  local 
shortage  of  labor  arising  from  low  wages  paid  to  workers,  pro¬ 
duced  further  difficulties  which  reduced  the  promoter’s  chances 
of  laying  the  necessary  trackage. 

In  spite  of  these  troubles  work  progressed  not  too  un¬ 
favorably.  The  end  of  the  grading  season  revealed  that  531 


8Loc .  cit. 

^Grouard  News,  1912,  August  31 
^Grouard  News,  1912,  September  14. 
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men  and  235  teams  had  cleared  eighty  per  cent  of  the  right- 
of-way  and  graded  eighty-five  miles  in  sections  along  the 
route. ^  In  December  a  crew  of  125  men  on  the  heavy  track¬ 
laying  machine  began  to  lay  the  steel  northward  from  the 
"Dunvegan  Depot"  on  the  outskirts  of  Edmonton.  The  new 
station  was  usually  referred  to  in  this  manner  because  of  the 
somewhat  lengthy  name  of  the  railway.  By  the  end  of  the  year 

fourteen  miles  had  been  laid  to  a  point  within  five  miles  of 
12 

Morinville.  Although  this  mileage  fell  far  short  of  the 
one  hundred  miles  required  by  this  date,  both  the  government 
and  the  public  were  apparently  too  pleased  to  see  the  road 
finally  started  to  criticize  this  breach  of  contract.  The 
track-laying  crew,  capable  of  laying  at  least  a  mile  of  road 
a  day,  was  delayed.  Lack  of  snow  hampered  the  movement  of 
ties  from  timber  berth  to  grade.  During  the  early  months  of 
1913  the  track- layer  gradually  crept  northward.  By  February 
first  it  had  reached  Mile  29,  ten  miles  north  of  Morinville, 
and  by  March  it  was  in  Westlock  at  Mile  50,  and  laying  l£ 
miles  a  day.  The  close  of  the  month  saw  the  cessation  of 

13 

track-laying  at  Mile  75,  a  short  distance  north  of  Pibroch. 

While  the  steel  moved  northward  during  the  winter, 
there  was  much  preparation  for  renewed  activity  in  the  spring. 

^G-rouard  News,  1912,  November  30. 

12Ibid. ,  1913,  January  4. 

15Ibid. ,  1913,  March  26. 
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Mr.  McArthur  placed  orders  for  12,000  tons  of  rails  and  let 

contracts  for  300,000  ties.  A  big  camp  at  Mile  100  housed 

men  who  were  cutting  ties  and  preparing  for  spring  grading. ^ 

One  hundred  teams  were  employed  freighting  supplies  over  the 

right-of-way  to  Mirror  Landing  and  establishing  caches  for 

spring  work  along  the  route.  Full  advantage  was  taken  of 

the  winter  season  by  hauling  large  loads  on  the  roads  firm 

with  frost  and  smooth  with  snow.  Freighters  crossed  the  ice 

on  the  Athabaska  River  to  lay  down  caches  beyond  the  stream 

towards  Sawridge  at  the  eastern  end  of  Lesser  Slave  Lake. 

Grading  contracts  amounting  to  170  miles  were  let  for  the 

summer,  while  clearing  of  the  route  proceeded.  Ballasting 

to  the  end  of  the  steel  at  Mile  75  was  begun  to  make  the  road 

15 

safe  for  bringing  in  supplies  after  the  spring  thaw. 

In  May,  1913,  the  summer's  work  began  with  large  gangs 
clearing  the  route  to  Driftpile  on  the  south  shore  of  Lesser 
Slave  Lake.  To  these  crews  and  those  on  grading  work  along 
the  south  bank  of  the  Lesser  Slave  River  came  fifty  carloads 
of  supplies  by  way  of  rail  and  steamer  through  Athabaska 
Landing.  By  midsummer  one  thousand  men  and  two  hundred  teams 
were  busy  between  the  end  of  the  steel  and  Driftpile.  Four 
hundred  of  these  were  south  of  Mirror  Landing,  rushing  the 

j^Grouard  Mews ,  1913,  February  1. 

15Ibid. ,  1913,  March  26. 
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grading  on  the  short  stretch  which  the  freeze-up  of  1912  had 

16 

caught  uncompleted.  The  objective  was  to  have  train  ser¬ 
vice  to  Mirror  Landing  by  fall  to  make  unnecessary  the  send¬ 
ing  of  supplies  over  the  circuitous  route  by  way  of  Athabaska 
Landing.  If  this  could  be  accomplished  construction  of  the 
big  bridge  at  Mirror  Landing  would  be  speeded  as  its  piers 
could  only  be  laid  during  the  low  water  season  in  the  fall 
and  winter.  It  would  also  serve  to  accelerate  construction 
and  to  lower  costs  beyond  the  river,  while  regular  service 
would  also  bring  revenue  from  settlers  who  were  eager  to 
shorten  their  long  journey  to  the  Peace  by  using  the  railway 
as  far  as  possible. 

In  the  fall  of  1913  steel  laying  recommenced  after  an 

initial  delay  of  a  few  weeks  because  men  could  not  be  procured 

at  the  wage  of  $2.50  a  day.  '  By  November  first,  the  rail- 

layer  had  worked  its  way  to  Mile  93,  while  on  January  17,  1914, 

18 

it  finally  reached  the  Athabaska  River,  and  thereby  com¬ 
pleted  the  first  main  section  of  the  line.  On  the  south  bank 
opposite  the  old  village  of  Mirror  Landing,  territory  was  sub¬ 
divided  for  a  town  which  received  the  rather  undistinguished 
name  of  Smith,  in  honor  of  the  railroad's  chief  engineer. 

^•^Grouard  News ,  1913,  May  10. 

j-^Ibid.  ,  1914,  November  1. 

18Ibid . ,  1914,  January  17. 
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January,  1914,  saw  train  service  begin  between  Edmon¬ 
ton  and  Smith,  a  distance  of  130  miles.  About  this  time  also 
appeared  important  effects  both  economic  and  social.  When 
the  company  placed  its  town  lots  on  sale,  merchants  and  other 
business  men  were  attracted  to  such  embryo  centres  as  Busby, 
Picardville,  Westlock,  and  Smith.  Homesteaders  already  in 
the  districts  quickly  multiplied  their  crop  acreage  many 
times  and  through  the  new  outlet  to  markets  realized  greater 
cash  returns  which  favorably  affected  their  economic  life. 

The  natural  resources  of  the  region  were  tapped  and  soon  in¬ 
dustries  such  as  logging,  lumbering,  and  flour-milling  grew 
up.  These  new  developments  drew  more  homesteaders  whose 
numbers  helped  to  advance  settlement  and  promote  greater 
social  activities.  Professional  services  became  available  to 
the  people  as  doctors,  lawyers,  nurses,  dentists,  and  teachers 
arrived.  Entertainment  in  the  form  of  moving  pictures,  road 
shows,  and  locally  organized  programs  became  possible  as  den¬ 
sity  of  population  increased. 

Criticism  by  the  Conservatives  continued  but  was  some¬ 
what  tempered  for  two  reasons.  First,  Premier  Sif ton’s 
19 

announcement  in  the  legislature  in  September,  1913,  that 
Mr.  McArthur  was  now  also  to  build  the  A.  &  G.  W.  to  Fort 
McMurray  caused  the  Conservative  party  to  concentrate  its 


19 


Canadian  Annual  Review,  1913,  pp.  645  -  7. 
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attack  on  the  latter  railway  rather  than  on  the  E.  D.  &  B.  C. 

The  opposition  was  critical  of  Mr.  McArthur  and  thought  that 

such  a  step  not  only  tied  the  government  and  its  railroad 

policy  too  closely  to  the  promoter  but  would  slow  the  pace  of 

construction  on  the  E.  D.  &  B.  C.  by  spreading  the  builder’s 

20 

energies  over  too  large  a  field.  For  the  second  season,  the 

measure  of  success  that  Mr.  McArthur  had  in  the  progress  of 

the  road  not  only  pleased  the  government  and  its  supporters 

but  greatly  helped  to  silence  the  opposition’s  claims  that 

the  Liberal  policy  of  railroad  guarantees  had  served  only  to 

produce  charters  rather  than  railways. 

The  opposition,  however ,  did  strongly  condemn  the 

government’s  redistribution  act  which  was  passed  in  1913  just 

21 

before  the  provincial  election.  It  claimed  that  the  reason 

for  increasing  the  number  of  seats  in  the  legislature  from 

forty-one  to  fifty-six  was  not  for  more  equal  representation 

but  solely  to  create  more  constituencies  in  the  north  where 

the  government’s  railway  policy  was  gaining  popularity  for 

22 

the  Liberal  party  through  the  success  of  the  E.  D.  &  B.  C. 

These  claims  seem  to  be  partly  substantiated  when  comparisons 

23 

are  made  of  the  number  of  votes  cast  in  each  constituency. 


20Canadian  Annual  Review,  1913,  pp.  645  -  7. 
^Statutes  of  Alberta,  4  G-eorge  V,  1913,  Chap.  2. 
^Edmonton  Journal,  1913,  March  21. 
s^Alberta  Sessional  Papers,  1915,  pp.  98,  101. 
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The  one  with  the  least  number  of  total  votes  cast  in  the 
election  was  the  new  Clearwater  riding  northwest  of  Edmonton, 
through  which  the  railway  ran.  Only  103  electors  went  to  the 
polls.  The  Liberal  candidate  won  his  seat  with  but  forty 
votes  in  his  favor.  Next  came  Grouard  through  which  the  pro¬ 
posed  route  was  to  run,  with  a  total  of  548  votes  cast.  Of 
the  ten  constituencies  having  the  lowest  number  of  votes  cast, 
three  were  south  of  Calgary  and  seven  north  of  Edmonton.  All 
successful  candidates  were  of  the  Liberal  party. 

The  Conservatives  further  charged  Premier  Sifton  with 

guaranteeing  the  bonds  of  the  E.  D.  &  B.  C.  because  it  ran 

through  five  hundred  square  miles  of  rich  timber  tracts  owned 

by  the  Premier* s  brother-in-law,  T.A.  Burrows  of  the  Imperial 

24 

Pulp  and  the  Phoenix  Lumber  companies.  He  acquired  these 
areas  between  1902  and  1905  when  the  original  route  of  the 
G.T.P.  ran  through  the  Peace  River  country.  A  change  in  that 
railroad’s  right-of-way  had  lowered  the  value  of  these  stands 
and  now,  it  was  charged,  Mr.  Burrows  had  influenced  the 
premier  to  change  the  route  of  the  E.  D.  &  B.  C.  to  restore 

nc  p 

their  worth.  Examination  of  a  map  shows  that  all  of  these 

^Canadian  Annual  Review,  1913,  p.  634. 

25Edmonton  Journal,  1913,  February  15. 

^Department  of  Lands  and  Mines,  Alberta,  File  #454,265 
and  #849,087.  Timber  Berth  #  1,122,  tract  1,2.  See  map  at 
end  of  thesis. 
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timber  berths  but  two  are  south  of  the  main  Canadian  National 
Line  from  Edmonton  to  Jasper.  Of  the  two  north  of  the  line, 
the  closer  is  sixteen  miles  distant  from  the  E.  D.  &  B.  C. 
and  the  other  is  forty  miles.  Such  distances  prohibit  success¬ 
ful  lumbering,  and  the  position  of  the  berths  makes  them  tri¬ 
butary  rather  to  the  Canadian  National  line  to  White court. 

The  logs  could  have  been  floated  down  the  Pembina  and  Atha- 
baska  rivers  but  these  streams  run  directly  north  for  such 
distances  before  they  strike  the  E.  D.  &  B.  C.  that  the  econ¬ 
omic  possibility  of  such  a  procedure  can  be  dismissed.  That 

27 

the  road  ’’zigzagged"  between  Mr.  Burrow’s  timber  limits''  is 
not  substantiated  by  facts  and  its  somewhat  roundabout  route 
was  set  rather  to  avoid  the  Swan  Hills  and  follow  lower  and 
more  arable  lands. 

Regardless  of  such  criticsm,  the  construction  of  the 
railway  continued  north  and  west.  The  big  difficulty  lay  in 
the  bridging  of  the  Athabaska.  In  the  fall  of  1913  men  were 
already  at  work  laying  the  concrete  piers  for  the  n ew  steel 
bridge  which  was  to  cost  a  quarter  of  a  million  dollars. 

Since  the  structure  would  take  some  time  to  complete,  it  was 
decided  to  lay  a  temporary  trestle  bridge  directly  on  the  ice 
so  that  the  heavy  track-layer  could  cross  the  river  and  work 


27 


Calgary  Daily  Herald,  1913,  April  8,  p.  6. 
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on  the  section  to  Sawridge.  Construction  trains  also  could 
bring  steel  and  supplies  over  until  the  break-up  in  the 
spring.  It  was  then  planned  to  leave  a  construction  train- 
north  of  the  river  and  have  the  ferry  operate  to  connect  the 
steel  on  both  banks  until  the  big  permanent  bridge  was  com- 

po 

pleted.  u  By  February,  1914,  trains  were  crossing  the  Atha- 
baska  River  on  the  temporary  wooden  trestles  and  supplies 

29 

continued  to  be  cached  along  the  route  to  the  north  and  west. 

In  the  meantime  the  crossing  of  the  Smoky  River  pre¬ 
sented  another  difficulty.  The  valley  of  the  stream  was  600 
feet  deep  and  had  sliding  cut  banks  some  two  to  three  thous¬ 
and  feet  distant  from  each  other.  The  problem  was  one  of  the 
greatest  on  the  road  faced  by  the  engineers.  Cost  made  con¬ 
struction  of  a  high  level  bridge  out  of  the  question.  It  was 
necessary  to  build  a  long  grade  parallel  to  the  river  down  to 
the  stream  and  then  after  bridging  the  river  at  a  low  level 
to  construct  another  long  grade  up  the  other  side  to  reach 
the  heights  again.  The  original  plan  was  to  cross  the  river 
at  its  confluence  with  the  Little  Smoky  but  a  more  stable 
gravel  bed  and  easier  banks  were  found  five  miles  north  of 
that  position.  At  this  point  the  engineers  decided  upon  a 

^Grouard  News ,  1913,  September  6;  1914,  January  17. 

29 ibid . ,  1914,  February  7. 

5QIbid. ,  1913,  July  26. 
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nine  mile  descent  of  1.2  gradient  on  each  side  of  the  valley 

leading  down  to  a  bridge  1100  feet  long  and  built  some  thirty- 

31 

five  to  forty  feet  above  the  water. 

Once  the  engineers  had  determined  the  site  for  crossing 
the  Smoky,  the  right-of-way  could  be  established  between  it 
and  Sucker  Creek  at  the  southwest  end  of  Lesser  Slave  Lake. 

The  company  could  either  build  north  from  Sucker  Creek  to 
Grouard  and  then  northwest  to  the  crossing  at  the  Smoky  or  it 
could  build  west  from  Sucker  Creek  and  turn  northwest  at 
Iroquois  Lake.  Its  choice  precipitated  one  of  the  greatest 
altercations  in  the  history  of  the  road. 


31 


Grouard  News ,  1913,  October  11. 
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Chapter  6 

THE  GROUARD  "INCIDENT"  AND  OTHER  DISTURBANCES 

(1912-1914) 

During  the  summer  of  1914  the  company  found  itself  at 
the  height  of  the  Grouard  " incident”  which  involved  social, 
economic,  and  political  issues  at  one  and  the  same  time.  The 
story  of  Grouard  is  the  story  of  a  boom  town  built  on  frenzied 
speculation.  Its  growth  was  boosted  by  promised  railroads 
that  later  failed  to  reach  the  centre.  One  passed  twelve 
miles  to  the  south  and  destroyed  its  strategic  positicn  .  The 
sensational  rise  and  fall  of  the  town  is  an  extreme  example 
of  the  story  of  centres  in  the  probable  path  of  the  E.  D.  & 

B.  C.  In  each  instance  there  occurred  the  fight  for  the 
steel  followed  by  almost  complete  collapse  when  the  road 
passed  by. 

Situated  at  the  head  of  Lesser  Slave  Lake,  Grouard 
commanded  a  strategic  position.  All  the  traffic  to  the  far 
north  and  much  to  the  Peace  River  country  flowed  through 
Athabaska  Landing  by  coach  or  freighter  before  the  arrival  of 
railroads.  Because  of  the  numerous  rapids  down  the  Athabaska 
River,  the  greater  portion  of  the  far-north  traffic  chose  the 
more  navigable  route  up  the  river  to  Mirror  Landing.  After  a 
portage  of  sixteen  miles  around  the  rapids  near  the  mouth  of 
the  Lesser  Slave  River  to  Salteaux  (Soto),  goods  and  passengers 
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boarded  a  second  steamer  which  ascended  the  latter  river  and 
proceeded  across  Lesser  Slave  Lake  to  Grouard.  From  this 
centre  freighting  teams  radiated  in  all  directions  carrying 
supplies  to  northern  and  western  districts.  Now  that  a  rail¬ 
road  was  practically  assured  there  was  renewed  interest  in 
the  potentialities  of  the  Mackenzie  Valley  and  the  Arctic,  as 
well  as  of  the  Peace  River  region.  All  added  to  the  tremen¬ 
dous  amount  of  traffic  that  funnelled  through  Grouard.  The 
town,  too,  was  the  centre  of  old  established  farming  districts. 
Near  the  same  end  of  the  lake,  but  on  higher  ground,  lay  the 
settlements  of  Lesser  Slave  Lake,  Salt  Prairie,  Heart  River, 
and  Big  Prairie. 

By  1912  the  boom  in  Grouard  was  on  in  earnest.  The 
construction  of  the  Canadian  Northern  Railway  to  Athabaska 
Landing  added  impetus  because  the  steel  attracted  even  more 
traffic  to  the  Peace  River  area  by  way  of  Lesser  Slave  Lake 
than  by  the  Edson  Trail.  Building  activity  doubled  over  the 
previous  year  and  local  sawmills  could  not  supply  the  demand 
for  lumber.  Uninhibited  real  estate  agents  subdivided  two 
and  a  half  square  miles  of  land  about  the  town  into  lots. 
Business  sites  sold  for  the  huge  sum  of  fifteen  hundred  to 
two  thousand  dollars  while  residential  ones  ranged  from  three 
hundred  to  five  hundred  dollars.1  Rumors  of  railway  service 


^-Grouard  News ,  1912,  September  14. 
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Reduced  pjiotostat  copy  of  full-page  ad  appearing  in  Grouard 
News,  1914,  March  28. 
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added  to  the  mounting  fever  and  we re  played  to  the  full  by 
unscrupulous  promoters.  About  this  time  no  fewer  than  seven 

p 

railroads  had  been  chartered  to  run  through  or  near  the  town. 
Of  these,  the  Canadian  Northern  planned  an  extension  beyond 
Athabaska  Landing  around  the  north  shore  of  Lesser  Slave  Lake 
and  through  Grouard  to  the  Peace;  the  E.  D.  &  B.  C.  was  to 
enter  on  its  way  to  Dunvegan;  while  the  Peace  River  Great 

2 

Western,  together  with  the  Alberta,  Peace  River,  and  Eastern 
and  the  Northern  Empire4  railways  were  all  to  touch  the  town. 
Grouard  patriots  made  maps  with  all  these  chartered  roads 
running  through  the  centrl?  while  full-page  advertisements6 
sponsored  by  local  promoters  glaringly  proclaimed  Grouard * s 
alleged  potentialities  to  the  public.  The  local  Board  of 
Trade  issued  pamphlets  and  proclaimed  slogans.  Grouard  was, 
in  1913,  proclaimed  to  be  "A  Trading  Post  in  1908,  a  village 
in  1910,  a  Town  in  1913,  a  city  in  1915"^  the  "Oldest  Town  in 
the  North”,  the  ’’Largest  Town  in  Canada  Without  a  Railroad", 
"Alberta’s  Most  Northerly  Town",  and  "The  Coming  Metropolis 
of  the  Great  Peace  River  Country". 

^See  opposite  page  for  photostat  copy  of  full-page  railway 
map  prepared  by  Grouard  realtors. 

°Statutes  of  Canada,  9-10  Edward  VII,  1910,  Chap.  64. 

^Statutes  of  Canada,  7-8  Edward  VII,  1908,  Chap.  138. 

5 Grouard  News,  1914,  April  25. 

6lbid.  ,  1914,  March  28,  See  opposite  page  for  reduced 
photostat  copy. 

'Ibid . ,  1913,  August  23. 
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Its  population  rose  rapidly.  In  1911  the  village  had 

Q 

447  people  in  an  area  of  225  acres.  At  the  close  of  1912  its 
inhabitants  boasted  of  a  population  of  1250.  By  summer  five 
steamboats  a  week  were  pouring  their  passengers  into  Grouard, 
while  by  winter: 

During  the  past  week  over  two  hundred  and  fifty  teams 
loaded  to  the  deck  with  freight  for  Grouard  and  the 
north  country  have  piled  into  town....  There  are 
hundreds  of  teams  on  the  trail  and  those  arriving  just 
stay  long  enough  to  give  their  horses  a  couple  of  days’ 
rest  before  they  hit  back  again.  Many  of  the  teams 
now  going  down  are  settlers  for  the  upper  Peace  River 
country  and  Grande  Prairie,  they  choosing  this  trail 
in  preference  to  the  Edson  route  as  the  haul  from 
Athabaska  Landing  is  much  easier  and  they  can  bring 
bigger  loads.  It  is  estimated  that  by  the  time  the 
annual  rush  of  settlers  to  the  country  is  in  along 
with  those  freighting  there  will  easily  be  one  thous¬ 
and  teams  on  the  trail  between  here  and  Athabaska 
Landing.9 

Favored  with  such  traffic  summer  and  winter  the  Grouard 
town  council  claimed  a  population  of  nearly  2000  people  in 
July,  1913,  when  the  town  was  incorporated.  The  following 
year  saw  Grouard  at  the  peak  of  the  boom  because  of  the  immed¬ 
iate  approach  of  the  E.  D.  &  B.  C.  The  town  now  had  five  hun¬ 
dred  residences  and  stores.  Government  services  and  public 
utilities  included  a  Post  Office,  government  telegraph  service, 
immigration  hall,  public  school,  Dominion  land  office,  Indian 
agent,  newspaper,  hospital,  Royal  North  West  Mounted  Police 


^Census  of  Canada,  1911,  Vol.  1,  Table  1,  p.  8. 
^Grouard  News ,  1913,  February  1. 
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headquarters,  town  police,  Public  Health  Office,  and  a  fire 
department.  Among  its  business  establishments  were  two  banks, 
one  printing  office,  two  sawmills,  three  hotels,  twenty  gen¬ 
eral  stores,  two  department  stores,  one  hardware,  two  baker¬ 
ies,  two  butchershops ,  one  tinsmith,  two  jewelry  stores,  five 
barbershops,  five  pool-rooms,  two  laundries,  six  livery  barns, 
three  blacksmith  shops,  and  two  motor  garages.  As  for  profes¬ 
sional  men  there  were  two  lawyers,  four  doctors,  one  dentist, 

Y) 

one  eye-specialist,  two  druggists,  and  one  veterinarian. 

It  was  believed  that  the  continued  growth  of  the  town 
depended  upon  the  railway  passing  through  its  confines.  Al¬ 
though  other  towns  near  the  route  raised  prolonged  and  deter¬ 
mined  fights  for  the  road,  they  never  exceeded  Grouard' s  in 
effort  expended,  money  spent,  and  time  of  duration.  Until 
February  1,  1913,  the  residents  of  Grouard  took  for  granted 
that  the  railway  would  run  north  around  the  western  end  of 
Lesser  Slave  Lake  to  South  Grouard  and  then  veer  westward 
towards  the  Smoky  River.  Because  the  town  was  the  largest 
centre  on  the  proposed  route  and  since  it  seemed  advantageous 
for  the  company  to  build  into  the  settlement  for  its  trade, 
the  residents  believed  that  entry  was  inevitable.  In  Febru¬ 
ary  they  suddenly  realized  that  the  plans  filed  with  the 
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Grouard  News ,  1913,  November  8. 
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Dominion  government  showed  the  route  passing  Grouard  some 
twelve  miles  to  the  south.  In  order  to  apply  pressure  on  the 
company  to  change  its  right-of-way  to  favor  G-rouard,  the 
local  board  of  trade  immediately  wrote  the  chairman  of  the 
Board  of  Railway  Commissioners,  and  the  Honorable  Frank  Oliver 
who  was  Minister  of  the  Interior  and  member  of  parliament  for 
Edmonton.  Letters  were  also  sent  to  the  federal  Minister  of 
Railways,  and  to  Mr.  J.L.  Cote,  the  local  member  to  the 
Legislative  Assembly. ^  Results  were  favorable  as  the  company 
applied  for  a  change  of  route  to  run  north  to  Grouard.  An 
engineer  working  on  the  new  survey  confirmed  in  April  the 
suitability  of  the  new  location  as  it  permitted  a  lower  grade 
to  the  higher  land  to  the  west.  Later,  the  E.  D.  &  B.  C. 
reconsidered  the  old  right-of-way  and  on  May  26  the  federal 

Department  of  Railways  informed  the  Grouard  Board  of  Trade 

12 

that  the  route  was  now  left  in  the  hands  of  the  company. 

The  latter  had  protested  that  its  regular  route  contained  the 
easiest  grade  after  all  and  that  building  to  Grouard  would 
require  a  twelve  mile  line  with  a  fifty  foot  drop  down  to  the 
town  which  was  situated  at  lake  level  and  the  same  amount  of 
line  and  grade  up  again  to  the  original  elevation.  It  added 
that  the  centre  had  too  little  traffic  to  warrant  this  extra 


i:LGrouard  News,  1913,  February  1. 

^Department  of  Railway  Files,  Ottawa,  $14635  Pt.  1. 
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mileage  and  grade.  °  In  reply  the  Board  of  Trade  wrote  fur¬ 
ther  letters  East,  and  sent  a  delegation  to  Edmonton  to  inter¬ 
view  Mr.  McArthur.  The  president  promised  a  branch  line  to 

14 

G-rouard.  Such  an  answer  was  suggestive  of  the  company's 
firm  decision  to  build  along  the  old  route  and  placate  the 
town  with  a  spur. 

This  form  of  appeasement  caused  G-rouard  to  fight  the 
harder.  In  July  numerous  telegrams  were  despatched  to  pro¬ 
minent  persons,  including  the  Board  of  Railway  Commissioners, 
Premier  Sifton,  and  Prime  Minister  Borden.  These  were  asked 
to  press  for  the  diversion  of  the  main  line  through  the  town. 
Meanwhile  the  company,  chafing  at  the  delay  in  construction 
caused  by  the  controversy,  let  clearing  and  grading  contracts 
along  the  old  location.  In  response  to  a  telegram  sent  to 
the  Department  of  Railways  to  ascertain  whether  the  old  route 
was  finally  approved,  G-rouard  was  referred  to  the  Board  of 
Commissioners.  This  Board,  upon  receiving  a  similar  inquiry 
from  the  town,  with  similar  facility  at  passing  the  responsi¬ 
bility  and  the  same  reluctance  to  deal  -with  the  warm  contro¬ 
versial  issue,  referred  the  town  officials  back  to  the  Rail¬ 
way  department.15  The  reply  that,  the  route  had  been  approved 
but  that  no  final  location  maps  had  yet  been  submitted  heart- 


l17; 

Loc.  cit. 

-l^G-rouard  News ,  1913,  June  28. 
•^•^Grouard  News,  1913,  August  9. 
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ened  the  residents  to  further  efforts.  In  September  the 

town  feted  Dr.  J.K.  McLennan,  secretary-treasurer  of  the 

E.  D.  Sc  B.  C.  ,  at  a  banquet  and  learned  that  construction  in 

the  vicinity  of  Grouard  had  been  halted.  This  favorable  news 

further  suggested  there  was  still  a  possibility  of  the  main 

line  coming  through  town.  Whether  or  not  the  company  was 

looking  for  inducements,  it  is  difficult  to  say,  but  a  week 

later  Grouard  offered  the  railway  a  gift  of  eighty  acres  of 

land  just  south  of  its  boundaries  if  it  would  build  to  the 

area.  Moreover,  the  town  hired  an  engineer  who  found  that 

the  drop  to  the  town  level  was  only  thirty-six  feet  rather 

than  fifty  and  that  such  a  descent  at  the  gradient  of  .4 

which  the  E.  D.  &  B.  C.  was  generally  using  could  be  carried 

out  in  only  two  miles  of  run.  The  report  was  sent  to  the 

16 

Minister  of  Railways. 

As  negotiations  advanced  during  the  winter,  Grouard’ s 
hopes  brightened.  Early  in  November  a  large  public  meeting 
was  held  to  appoint  a  delegation  to  interview  Mr.  McArthur 
and  to  forward  further  telegrams  and  petitions  to  Ottawa.  In 
the  following  month  Colonel  W.A.  Griesbach  urged  the  Minister 
of  Railways  to  consider  Gr Guard’s  request  favorably  and  was 
informed  that  the  case  for  revision  would  be  heard  in  an  open 


-^Grouard  News,  1913,  November  8. 
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meeting  to  be  held  on  January  9,  1914.  Meanwhile  the  dele¬ 
gation  to  Edmonton  was  promised  a  branch  line  as  soon  as  the 
steel  reached  Sucker  Creek,  a  point  twelve  miles  south  of 
Grouard  on  the  old  route.  The  new  year  found  a  delegation  of 
three,  including  Colonel  Griesbach  and  the  town’s  solicitor, 
on  its  way  to  the  sitting  of  the  Commission  at  Ottawa.  As  a 
result  of  the  hearing,  the  Minister  of  Railways  refused  to 
accept  the  old  railway  route  and  instructed  the  Board  to  dir¬ 
ect  one  of  its  engineers  to  investigate  the  cost  and  grade  of 
the  alternate  one  from  Sucker  Creek  north  to  Grouard  then 
west  to  join  the  old  proposed  one  at  Lake  Winagami.  If  such 
a  route  were  to  prove  as  favorable  as  the  other  then  the  rail¬ 
way  would  be  ordered  that  way.  The  town  was  to  supply  an 
assistant  engineer  to  see  that  no  feasible  course  was  over- 
looked.  The  company  protested  this  decision  and  argued 
that  it  had  already  spent  $54,000  on  the  old  route  which  would 
have  to  be  abandoned  if  the  new  were  chosen.  When  the  town 
sought  to  hire  its  engineer,  two  offers  were  refused  because 
of  the  exorbitant  demands  of  $5,000  or  $75  a  day  plus  expenses. 
Finally  a  former  engineer  of  the  G.  T.  P.  was  employed  at  a 
more  reasonable  figure,  and  the  residents  were  immediately 

•^Grouard  News ,  1914,  January  10. 

18Ibid. ,  1914,  January  17. 

•^Department  of  Railwray  Files,  Ottawa,  $14635,  Pt.  2. 
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canvassed  to  defray  the  costs  of  the  survey. 

Of  passing  interest  was  a  new  opposition  to  Grouard’s 
claims.  About  this  time  a  petition  containing  the  signatures 
of  ninety-six  residents  of  Enilda  and  High  Prairie,  two 
points  on  the  southerly  route,  was  forwarded  to  the  Board  at 
Ottawa: 

We  would  humbly  point  out  to  your  Honorable  Body 
that  the  Signators  of  this  petition  are  all  Bona  Fide 
farmers  with  no  real  estate  axe  to  grind,  that  we 
have  waited  for  years  for  a  railway  and  that  in  our 
estimation  we  are  more  legitimately  entitled  to  the 
facilities  of  railway  construction  than  serving  the 
Real  Estate  interests  of  an  embryo  town.^0 

It  was  high  water  in  the  spring  of  1914  which  finally  dashed 
the  town’s  chances.  In  March  the  Commission’s  engineer  arriv¬ 
ed  to  check  the  route  selected  by  the  local  engineer.  The 
former  at  first  favored  the  Grouard  route  because  it  was  a 
mile  shorter  and  was  supported  by  affidavits  to  the  effect 
that  it  did  not  flood.  However,  when  Enilda  residents  swore 
with  equal  facility  that  the  new  proposed  way  lay  under  water 
three  times  in  the  last  eleven  years,  doubts  arose  in  the 
engineer’s  mind.  When  the  spring  thaw  brought  danger  of 
flooding,  he  reversed  his  earlier  opinion  and  reported  to 

the  Commissioners  that  the  new  route  was  feasible  but  that  it 

21 

would  be  more  expensive  both  to  build  and  to  maintain.  He 


^Grouard  News,  1914,  May  23. 
21Ibid. ,  1914,  May  23. 
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reported  also  that  the  land  around  the  bay  was  too  marshy, 
and  since  the  High  Prairie  district  was  the  better  farming 
area  and  already  had  considerable  money  spent  on  its  right- 
of-way  that  the  company  should  continue  on  its  present  course. 
He  suggested  that  a  branch  line  to  Grouard  was  possible.  To 
allay  public  feeling  and  to  placate  the  residents,  Mr.  McAr¬ 
thur  indicated  he  would  apply  at  the  next  provincial  session 
for  a  charter  to  build  the  spur. 

The  unfavorable  termination  of  the  "incident"  did  not 
immediately  affect  G-rouard.  The  boom  was  sustained  because 
the  steel  had  not  yet  passed  the  town.  Freight  and  passengers 
in  ever  increasing  volume  still  poured  up  the  lake  to  the 
centre  because  of  the  ease  of  railway  transportation  to  the 
end  of  the  steel.  The  settlement  of  the  dispute  permitted 
the  railway  once  again  to  continue  construction  and  the  four 
hundred  men  who  were  at  one  time  in  Grouard  awaiting  the  decis¬ 
ion  of  the  question  were  now  free  to  continue  grading  and  to 
'spend  more  money  in  the  centre. 

Work  elsewhere  had  progressed  favorably  during  the  de¬ 
lay  south  of  the  town.  By  February  of  1914  construction 
trains  were  running  over  the  temporary  wooden  bridge  across  the 
Athabaska  at  Smith  and  on  to  the  end  of  the  steel  at  Salteaux 
some  fourteen  miles  beyond  the  river.  The  layer  was  expected 
to  reach  Lesser  Slave  Lake  by  March  15,  while  grading  had 
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been  completed  to  Sucker  Creek  and  the  right-of-way  cleared 

through  to  Iroquois  Lake.  The  spring  break-up  saw  the  end 

of  the  steel  at  Sawridge  on  the  eastern  shore  of  Lesser  Slave 

Lake  where  it  remained  for  the  summer.  The  swollen  Athabaska 

carried  off  downstream  the  temporary  trestle  bridge  at  Smith, 

and  since  the  new  steel  structure  was  not  yet  complete  a  ferry 

22 

filled  the  temporary  gap  in  the  steel.  Some  fifteen  hun¬ 
dred  men  were  at  work  between  Salteaux  and  the  Smoky  clearing 
and  grading  in  the  hope  that  steel  might  reach  the  latter 
river  in  the  fall.  The  final  decision  of  the  Commissioners  in 
May  permitted  a  continuation  of  the  grading  south  of  G-rouard, 
but  south  of  Lesser  Slave  Lake  wet  weather  and  proximity  of 
the  line  to  the  lake  shore  delayed  work  in  that  area.  By 
July  the  big  steel  bridge  at  Smith  was  finally  completed  aft¬ 
er  delays  caused  by  a  strike  of  workmen  and  by  an  unusual 
June  flood.  The  waters  reached  a  height  of  eleven  feet  above 
any  previous  record  and  carried  way  the  temporary  pile  cat- 
walk  beneath  the  large  bridge,  and  for  awhile  threatened  even 
the  big  structure  itself.22  The  steel  giant  had  six  piers,  a 
length  of  930  feet,  and  a  height  sufficient  for  steamers  to 
pass  beneath.  Traffic  restrictions  here  were  now  ended  as 
construction  materials  and  public  traffic  could  continue 


22Crouard  News,  1914,  May  16. 
23rbid. ,  1914,  June  13. 
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uninterrupted  to  the  end  of  the  steel  at  Sawridge. ^4 

The  objective  of  the  track-layer  for  1914  was  the 
Smoky  River.  The  company  hoped  to  tap  the  trade  which  would 
come  downstream  from  Grande  Prairie  and  upstream  from  Peace 
River  town  to  the  steelhead  at  Prudholme’s  Crossing.  Then, 
too,  big  steam  shovels  for  work  on  the  long  gradients  at  the 
Smoky,  and  the  heavy  bridge  materials  could  be  brought  in 
over  the  unballasted  road  while  the  bed  was  still  frozen. 

25 

Pier-laying  could  then  proceed  during  the  low  water  season. 

The  resumption  of  steel  work  was  delayed  until  September  be¬ 
cause  the  old  layer  was  busy  on  the  A.  &  G.  W.  road  and  an¬ 
other  on  order  had  not  yet  arrived.  By  the  middle  of  the 
month  the  new  machine  was  at  work  at  Sawridge  with  ninety- 
five  per  cent  of  the  grading  ahead  of  it  finished  to  the  Smoky 
River.  For  a  while  three  miles  a  day  were  laid.  However,  a 
delay  in  the  construction  of  the  Swan  River  bridge  held  up 
the  steel.  By  November  it  had  only  reached  Sucker  Creek  south 
of  Grouard. 

Before  the  close  of  1914  the  economic  effect  of  the 
railroad  grew  most  pronounced.  The  services  it  rendered 
proved  very  welcome.  The  bridge  at  Smith  now  permitted  two 
mixed  trains  a  week  to  operate  between  Edmonton  and  Sawridge. 

^Grouard  News,  1914,  August  15. 

2 5 Ibid.  ,  1914,  October  10. 
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Since  the  Salteaux  portage  was  eliminated  as  was  the  ascent 
of  the  dangerous  Lesser  Slave  River,  time  and  cost  of  travel¬ 
ling  was  appreciably  reduced.  The  journey  to  Grouard  which 
in  1912  took  six  weeks  was  now  reduced  to  eleven  hours  by 

26 

train  to  Sawridge  and  eight  hours  by  steamboat  up  the  lake." 

Ease  of  entry  increased  traffic.  One  day  in  late  January 

when  service  to  Smith  was  first  started  two  hundred  people 

arrived  by  horse-drawn  buses  at  the  Dunvegan  Yards  to  travel 

north,  but  one  half  of  them,  for  want  of  accommodation,  had 

to  return  to  the  city  to  await  the  departure  of  the  next  train 

27 

a  few  days  later.  On  Lesser  Slave  Lake  extra  gasoline 
launches  were  built  to  help  the  steamboats  handle  increased 
traffic . 


However,  the  railroad  which  had  fed  Grouard’ s  boom 
was  now  to  destroy  what  it  had  so  lavishly  produced.  Once  the 
steel  had  reached  Sucker  Creek,  traffic  to  Grande  Prairie  and 
the  southern  Peace  River  area  no  longer  passed  through  the 
town  but  went  directly  west  and  south  to  those  areas. 

About  twenty  teams  arrived  in  High  Prairie  from 
Grande  Prairie  on  Tuesday  night,  coming  down  for 
freight.  It  is  estimated  that  over  150  teams  will 
•be  on  the  road  within  that  time.  The  railway  com¬ 
pany  have  ensured  the  people  of  Grande  Prairie  that 


26Grouard  News,  1914,  September  26. 
2 7 Ibid. ,  1914,  January  31. 
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they  will  be  able  to  get  their  freight  at  High  Prairie 
within  next  week.28 

By  December,  when  trains  could  reach  a  point  thirty  miles  west 

of  Sucker  Creek,  traffic  to  Peace  River  Landing  and  the  North 

naturally  passed  Grouard  by  rail  and  followed  a  different  and 

shorter  route  north  from  the  new  end  of  the  steel. 

The  Grouard  district  itself  was  neither  extensive  nor 

productive  enough  to  sustain  such  a  large  town  and  its  collapse 

was  rapid.  No  longer  did  men  queue  up  before  the  land  office 

for  weeks  at  a  time  and  pay  fifty  cents  an  hour  to  "waiters" 

29 

who  held  their  places  while  they  left  for  meals  or  sleep. 

Homestead  seekers  followed  the  steel  farther  west  and  north. 

Population  declined  as  the  inhabitants  realizing  the  town  had 

lost  its  strategic  position,  sold  out  and  moved  on.  Real 

estate  values  further  declined  as  the  general  depression  of 

1914  helped  to  accelerate  the  collapse.  Pur  prices  fell  and 

dealers  as  well  as  bankers  gave  no  further  credit.  A  further 

blow'  fell  when  word  came  that  even  the  branch  line  could  not 

30 

be  built.  The  company,  having  received  its  charter  and 
government  guarantee^  now  said  it  could  not  sell  its  bonds. 
Grouard  merchants  set  up  branch  stores  in  other  promising 
centres,  and  then  withdrew  from  Grouard  completely.  The  Peace 

28Grouard  News,  1914,  December  12. 

29ibid. ,  1914,  February  7. 

30Statutes  of  Alberta,  5  George  V,  1914,  Chap.  30. 

31 Ibid. ,  1914,  Chap.  28. 
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River  Land  and  Trading  Company  moved  its  headquarters  to 
Peace  River  Crossing  as  did  the  Hudson’s  Bay  Company  and  Revil- 
lon  Brothers.  In  1915  unpaid  taxes  mounted  to  $40,000  and  the 
town  appealed  to  the  Department  of  Municipal  Affairs  for  help. 

rzo 

By  1916  population  had  fallen  to  268.  An  administrator 
soon  replaced  the  council  and  the  status  of  the  town  was  re¬ 
duced  to  but  a  hamlet  in  an  improvement  district.  Its  assess¬ 
ment  which  had  once  been  $918,000  was  cut  to  $39,000,  while 

rzr z 

tax  arrears  amounting  to  $114,000  were  cancelled. ^ 

Old  transportation  routes  as  well  as  old  towns  were 
affected  by  the  construction  of  the  E.  D.  &  B.  C.  The 
Canadian  Northern  Railway,  which  was  completed  in  1912  from 
Edmonton  to  Athabaska  Landing  stimulated  the  latter  town  and 
increased  the  flow  of  traffic  into  the  north.  For  a  while 
huge  shipments  of  railroad  supplies  consigned  to  the  E.  D.  & 

B.  C.  at  Mirror  Landing  added  to  the  normally  heavy  traffic 
of  the  town  and  increased  steamer  service  upriver  to  the  busy 
roadbuilders.  The  prosperity  of  the  old  route  through  Atha¬ 
baska  Landing  was  short-lived.  As  soon  as  the  steel  reached 
Mirror  Landing  (Smith),  not  only  all  railway  supplies  but  all 
traffic  to  the  Peace  River  area  were  routed  the  new  direct 
way  fr cm  Edmonton.  Gone  was  the  delay  and  the  labor  of  trans- 


^Census  of  Prairie  Prov.  ,  1916,  Table  1,  p.  98. 
^Alberta  Sessional  Papers,  1925,  D.M.A.  ,  p.  22,  46. 
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ferring  freight  from  box-car  to  boat  at  Athabaska  Landing. 

Gone  was  the  slow  steamer  journey  up  the  winding  Athabaska. 
Moreover,  road  construction  beyond  Smith  and  on  to  Lesser 
Slave  Lake  had  attracted  that  way  what  little  freight  there 
was  that  went  to  the  far  north  by  way  of  Athabaska  Landing 
and  north  down  the  Athabaska  River.  Once  again  the  railroad 
had  changed  transportation  routes  and  the  Landing,  bereft  of 
its  trade  and  strategic  position  as  in  Grouard’s  case,  fell 
to  serve  only  its  local  area. 

The  railroad  in  paralleling  Lesser  Slave  Lake  rang 
the  death  knell  of  the  steamer  route  there,  too.  The  steam¬ 
boats  and  gasoline  launches  that  were  busy  on  the  lake  in  1914 
ferrying  passengers  and  freight  rising  from  railroad  construc¬ 
tion  and  business  expansion  now  disappeared.  The  attempt  of 
the  Hudson1 s  Bay  Company  to  run  its  big  steamboat,  the 
"Athabaska  River"  from  the  Landing  down  river  around  to  the 
upper  Peace  is  a  good  instance  of  the  dislocation  caused  by 
the  advent  of  the  railroad.  The  big  boat  made  the  700-mile 
journey  down  the  Athabaska  River  and  up  the  Peace  to  Vermilion 
Falls  in  seven  days.  Most  dangerous  spot  on  the  route  -was 
the  Grande  Rapids  below  the  Landing.  These  rapids  had  dis¬ 
couraged  even  smaller  boats  from  making  this  outlet  a  popular 
one.  A  boat  of  the  size  of  the  "Athabaska  River"  had  never 
before  run  the  rapids  but  the  feat  was  carried  off  success- 
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fully  after  a  number  of  narrow  escapes.'54  However,  the  clan 
of  having  the  large  vessel  drawn  up  over  the  Vermilion  Rapids 
on  the  ice  during  the  winter  failed,  and  it  was  necessary  to 
put  the  boat  in  service  below,  rather  than  above  the  falls 
as  had  been  planned  originally. 

Another  economic  effect  was  the  disappearance  of  the 
freighters  and  the  plight  of  their  drivers.  During  the  winter 
when  water  transportation  between  Athabaska  Landing  and  Grouard 
came  to  a  standstill  there  went  into  operation  hundreds  of 
wagons  and  sleighs  drawn  by  horses  and  driven  largely  by  half- 
breeds.  These  plied  back  and  forth  along  ice  and  land  trails, 
carrying  passengers,  freight,  and  mail.  Concerning  these 
drivers,  a  traveller  of  that  day  observed: 

Athabaska  Landing  was,  for  the  first  time  in  his¬ 
tory,  filled  of  (sic)  angry  breeds,  Indians,  and  freight¬ 
ers  deprived  of  their  customary  work  by  the  arrival  of 
the  railroad  which  they  had  anxiously  desired,  and  now 
as  heartily  condemned,  for  there  was  no  work  to  be  had, 
and  their  teams  were  eating  their  heads  off  in  idle¬ 
ness.  A  peculiar  sidelight  on  the  by-products  of 
■ ’progress ’ . 33 

As  in  the  earlier  history  of  the  West,  the  Metis  had  once  again 
been  dispossessed  and  the  dwindling  pioneer  fringe  offered  but 
little  more  territory  for  them  to  re-establish  themselves  in 
their  freighting  work. 


34Grouard.  Hews,  1914,  August  29. 

35P.H.  Godsell,  Arctic  Trader,  p.  134,  (New  York,  Putnam, 
1934) . 
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Chapter  7 

TO  THE  CROSSING  AND  TO  GRANDE  PRAIRIE 
(1914-1916) 

Late  in  1913  Mr.  McArthur  accepted  still  a  third  rail¬ 
way  project.  He  became  president  of  the  Central  Canada  Rail¬ 
way  Company  which  was  incorporated  to  build  a  railroad  branch 
from  McLennan  on  the  E.  D.  oc  B.  C.  north  through  Peace  River 
Crossing  and  west  to  a  point  called  Waterhole  (Fairview)  some 
ten  miles  north  of  Dunvegan.  Another  branch  line  was  also 
planned  from  this  one  at  the  Crossing  to  run  north  to  Battle 
River  (Notikewin) ,  some  sixty  miles  down  river  along  the  west 
side  of  the  Peace.1  In  October  the  government  guaranteed  the 
bonds  for  the  one  hundred  miles  from  McLennan  to  Waterhole  at 
$20,000  a  mile.  Furthermore,  in  1914  the  legislature  guaran¬ 
teed  an  extra  sixty-one  miles  on  the  main  line  of  the  E.  D.  & 

B.  C.  to  ensure  its  construction  to  the  British  Columbia 
boundary. 3 

The  granting  of  further  guarantees  and  charters  to 
Mr.  McArthur  could  not  fail  to  have  far  reaching  effects.  In 
the  first  instance  it  sky-rocketed  the  total  provincial  liabil¬ 
ities  on  railway  bonds  to  $57 ,000 ,000. 4  Many  of  these  roads 

^Statutes  of  Alberta,  4  George  V,  1913,  Chap.  46  (First 
Session ) . 

2 Ibid..  ,  Chap.  7,  (Second  Session). 

^Statutes  of  Alberta,  5  George  V,  1914,  Chap.  27. 

^Canadian  Annual  Keview.,.  1915,  p.  688. 
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would  never  be  built  and  would  therefore  not  become  an  obliga¬ 
tion.  However,  these  new  bonds  amounting  to  $11,000,000 
could  possibly  become  a  liability  as  Mr.  McArthur  seemed  like¬ 
ly  to  build  the  newly  chartered  roads. 

Furthermore,  these  new  guarantees  caused  a  change  in  the 
route  of  the  main  line  of  the  E.  D.  &  B.  C.  The  new  branch 
line  of  the  E.  D.  &  B.  C.  at  McLennan  would  be  a  shortcut  to 
the  Peace  at  the  Crossing  fifty  miles  to  the  northwest.  Legis¬ 
lation  had  permitted  the  Canadian  Northern  to  transfer  its 

government  guarantee  from  its  proposed  extension  from  Athabaska 

5 

Landing  to  the  Crossing  over  to  its  Brazeau  line  west  of  Bed 
Deer.  This  change  left  the  Peace  River  area  free  and  it  was 
into  this  abandoned  territory  that  Mr.  McArthur  intended  to 
build.  Such  a  road  would  tap  the  resources  of  the  northern 
Peace  River  area  and  would  reach  the  head  of  the  navigation 
on  the  river  much  sooner  than  would  the  E.  D.  &  B.  C.  line 
to  Dunvegan.  This  fact  in  turn  made  it  unnecessary  for  the 
main  road  to  touch  the  latter  point  at  all.  As  river  trade 
would  be  already  tapped  at  the  Crossing  and  a  bridge  con¬ 
structed  there,  crossing  again  at  Dunvegan  further  west  would 
be  pointless  particularly  as  the  steep  banks  there  required  a 
high  level  structure.  The  legislation  which  guaranteed  the 

^Statutes  of  Alberta,  4  George  V,  1915,  Chap.  8-9. 
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extra  mileage  to  the  B.C.  border  would  further  suggest  that 
the  main  line  was  to  run  almost  directly  west  from  the  crossing 
of  the  Smoky,  pass  Dunvegan  some  miles  to  the  south,  and  run 
through  the  Spirit  River  Settlement.  The  stipulated  mileage 
would  require  it  to  continue  west  to  the  boundary  somewhere 
south  of  the  Peace  in  the  vicinity  of  Dawson  Creek.  Finally, 
it  was  the  intention  of  Mr.  McArthur  to  link  up  with  the  Pacific 
and  Great  Eastern  Railway^* which  had  this  same  area  as  its  east¬ 
ern  terminus.  It  "was  now  clear  that  the  Edmonton,  Dunvegan, 
and  British  Columbia  Railway  which  did  not  start  at  Edmonton 
would  not  touch  Dunvegan. 

The  old  fort,  the  best  known  in  the  Peace  River  country, 
did  not  escape  the  realtors.  Rear  the  site  two  streams  enter¬ 
ed  the  river  on  opposite  shores.  To  many  this  fact  made  it 
ideal  for  a  low  level  railroad  crossing.  Playing  upon  this 
possibility,  real  estate  agents  created  out  of  nothing  the 
"city”  of  Dunvegan. 

The  real  Eldorado  of  the  investors  in  city  lots  was 
Dunvegan,  one  of  the  oldest  fur  trading  posts  in  the 
region.  Many  thought  that  Dunvegan,  at  the  crossing 
of  an  ancient  trail,  would  be  a  natural  railroad  centre 
for  the  lines  north  and  south  of  the  Peace.  At  least 
the  promoters  made  this  a  vivid  possibility  to  their 
customers  in  faraway  parts  of  the  world.  The  prospectus 
left  nothing  to  the  imagination.  There  were  business 
streets,  long  avenues  of  prosperous  homes,  crowded 


^Statutes  of  British  Columbia,  5  George  V,  1914,  Chap.  65. 
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street  cars,  bustling  hotels,  and  golf  courses  for 
the  relaxation  of  tired  business  men  in  the  thriving 
north.  Men  bought  eagerly;  they  were  allowed  to  get 
in  on  the  ground  floor.  Lots  on  streets  neither 
paved  nor  laid  out  were  bought  and  sold.  In  distant 
Edmonton  and  other  cities  this  thriving  metropolis  in 
the  land  of  the  midnight  sun  looked  like  a  real  El¬ 
dorado.  Some  years  later  the  more  curious  among  these 
investors  came  to  see  the  city  of  which  they  were  part 
owners.  They  saw  the  few  buildings  of  a  century-old 
trading  post,  saw  the  current-propelled  cable  ferry 
instead  of  a  bridge,  and  with  astonishment  asked,  "Is 
this  Dunvegan?7 

Once  authority  and  guarantees  had  been  received  for  the 
new  branch,  Mr.  McArthur  made  a  promising  start  in  the  winter 
of  1913-1914.  He  purchased  land  at  Round  Lake  on  the  main 
line  partly  for  a  divisional  point  and  partly  for  subdividing 
into  lots  which  were  sold.  The  site  was  named  McLennan  after 
the  railway’s  secretary.  Right-of-way  was  staked  and  cleared 
for  the  first  thirty  miles  north  and  supplies  for  grading  in 
the  spring  were  cached  along  the  way. 

Soon  difficulties  arose.  Some  were  financial  and 
affected  both  the  branch  and  the  main  line  in  1914.  The 
general  depression  of  that  year  grew  more  evident.  In  Jan¬ 
uary  350  unemployed  men  were  given  accommodation  in  the 

8 

exhibition  grounds  at  Edmonton,  while  in  the  same  month  the 

9 

T.  Eaton  Company  discharged  two  thousand  employees  in  Toronto. 


7C.A.  Dawson  -  A.W.  Murchie,  The  Settlement  of  the  Peace 
River  Country,  pp.  36,  39. 

^Grouard  News ,  1914,  Januarjr  10. 

9 Ibid. ,  1914,  February  7. 
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A  point  of  main  concern  to  railway  construction  was  that  the 
regression  combined  with  the  outbreak  of  the  First  Great  War 
in  August  and  closed  the  London  money  market.  Mr.  McArthur 
was  able  to  sell  only  two  and  one  half  per  cent  of  the  bonds 
he  offered.'*'0  British  immigration  to  Canada  fell  from  26,000 
in  June  of  1913  to  7,800  in  the  same  month  of  1914. ^  Home¬ 
stead  entries  filed  in  the  Peace  River  area  dropped  from  118 

]  2 

in  September  of  1913  to  53  twelve  months  later.  This  de¬ 
crease  in  registrations  was  the  first  ever  experienced  in  the 
district.  However,  when  the  underwriters  themselves  bought 

the  bonds  on  the  main  line,  Mr.  McArthur  had  money  enough  to 

13 

continue  work  on  both  lines  and  temporary  financial  embar¬ 
rassment  was  for  a  time  eased. 

Another  difficulty  lay  in  the  choice  of  route  to  the 
Crossing.  The  first  thirty  miles  directly  north  was  simple: 
the  last  sixteen  miles  was  the  problem.  The  road  had  to  drop 
700  feet  to  the  level  of  Peace  River  town  to  permit  a  low 
level  bridge  across  the  river  at  that  point.  The  engineers 
had  two  alternatives.  The  first  was  to  keep  to  the  heights 
west  of  the  North  Hart  River  and  on  striking  the  Smoky  near 
its  confluence  with  the  Peace  make  a  long  grade  down  the  banks 


Grouard  News ,  1914,  August  8. 
■^Ibid.  ,  1914,  November  7. 

12 Ibid. ,  1914,  November  7. 
15Ibid.  ,  1914,  August  15. 
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paralleling  the  river  until  the  town  was  reached.  The  second 

was  to  follow  down  the  North  Hart  River  which  would  bring  the 

track  by  easy  gradient  down  to  the  desired  level.  After  much 

delay,  the  latter  course  was  chosen  although  it  entailed  the 

construction  of  sixty  bridges  to  permit  the  track  to  cross 

and  recross  the  tortuous  winding  stream  in  its  eighteen-mile 

14 

run  to  the  level  of  the  Peace. 

Once  the  problems  of  securing  finances  and  choosing  a 

route  were  solved,  work  continued  slowly  on  the  lines.  By 

the  close  of  1914  the  steel  had  reached  McLennan  (Mile  262) 

and  grading  on  the  main  line  had  been  completed  west  to  the 

Smoky  and  on  the  Crossing  branch  north  to  Reno  (Mile  30). 

On  the  E.  D.  &  B.  0.  west  of  the  Smoky  clearing  the  right-of- 

way  was  in  progress.  Trial  surveys  further  west  were  being 

run  from  Spirit  River  to  the  boundary.  However,  the  steel 

failed  to  reach  the  Smoky  that  winter  in  time  to  bring  in 

heavy  steam  shovels  and  pier  supplies  while  the  road-bed  was 

still  frozen.  Work  on  the  bridge  would  have  to  await  another 

15 

low  water  season.  Nevertheless  the  firm  road  was  used  to 

lay  down  caches  west  of  the  river  and  extra  men  were  set  to 
work  to  speed  the  clearing  of  the  route.  By  early  March  of 
1915  twenty  miles  of  steel  had  been  pushed  north  towards  Reno 

l4Grouard  News ,  1914,  April  11. 

15lbid.  ,  1915,  January  2. 
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and  the  layer  returned  to  McLennan. 

-Another  reason  for  the  delay  in  construction  may  have 
been  the  disputes  which  arose  between  workers  and  management. 
Although  no  records  exist  of  these  troubles,  frequent  news¬ 
paper  reports  imply  their  effect.  In  June  of  1914  a  strike 

of  workers  on  the  Athabaska  bridge  caused  a  delay  of  some 

1 6 

days,  while  in  January  of  1915,  Mr.  McArthur’s  machinists 
17 

quit  work.  Later  in  March  another  matter  went  to  arbitra- 

18 

tion.  Local  papers  were  loathe  to  criticise  the  management 
which  was  bringing  them  the  railroad,  but  the  occurrence  of 
strikes  during  a  time  of  unemployment  might  suggest  that  the 
employer  was  at  fault.  Wages  may  have  been  too  low  or  prices 
excessive  at  his  camp  stores. 

Legislation  early  in  1915  considerably  affected  the 
history  of  the  road.  The  delays  of  the  last  twelve  months 
led  Mr.  McArthur  to  win  extensions  in  time  from  the  Dominion 

1 

and  provincial  governments  within  which  to  complete  the  lines. 
Further  federal  legislation  granted  him  a  charter  to  construct 
a  branch  line  south  from  the  Spirit  River  area  through  Grande 
Prairie  to  the  main  Canadian  Northern  transcontinental  road 


16Grouard  News ,  1914,  June  6. 

17Ibid. ,  1915,  January  7. 

18 Ibid. ,  1915,  March  20. 

•^Statutes  of  Canada,  5  George  V,  1915,  Chap.  41. 
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20 

road  near  Jasper.1'  Provincial  legislation  guaranteed  the 
bonds  for  sixty  miles  of  this  road  to  insure  construction  as 
far  as  Grande  Prairie.^1 

Mr.  McArthur Ts  decision  to  build  a  branch  south  from 
the  Spirit  River  area  was  probably  made  for  several  reasons. 

The  Canadian  Northern,  which  had  received  provincial  guarantees 
in  1911-1912  to  build  from  Onoway  on  its  main  line  in  a  north¬ 
westerly  direction  through  Whitecourt  and  Grande  Prairie,  had 
only  reached  Sangudo (Mile  36)  and  seemed  unlikely  to  continue 
much  farther.  Consequently  Mr.  McArthur  probably  decided  to 
build  south  to  tap  the  trade  of  the  more  settled  Grande 
Prairie  region.  Such  a  move  might  also  forestall  further  con¬ 
struction  of  the  Canadian  Northern  toward  the  Peace  River  area 
and  leave  the  field  entirely  to  the  E.  D.  &  B.  C.  Then,  too, 
construction  on  the  main  line  west  from  Spirit  River  to  the 
boundary  seemed  less  desirable  now  because  such  a  route  would 
run  through  an  unsettled  district  and  because  connection  with 
the  Pacific  and  Great  Eastern  seemed  remote  since  the  latter 
road  was  far  behind  schedule.  However,  the  building  of  the 
line  west  of  Spirit  River  seemed  delayed  rather  than  abandoned 
altogether  as  grading  on  it  was  done  at  a  later  date  with  the 
intent  of  following  the  original  route  of  the  main  road. 

^Statutes  of  Canada,  5  George  V,  1915,  Chap.  42. 

^Statutes  of  Alberta,  5  George  V,  1915,  Chap.  21. 

2 2 ibid. ,  2-3  George  V,  1911-1912,  Chap.  19. 
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There  seems  some  evidence  also  that  political  pressure  exerted 
by  residents  of  the  Grande  Prairie  district  on  the  provincial 
and  Dominion  governments  influenced  the  decision  to  turn 
south.  The  increase  in  demand  for  agricultural  products 
caused  by  the  first  Great  War  probably  persuaded  the  residents 
of  the  southern  Peace  River  area  to  press  for  railroad  ser¬ 
vice  from  the  E.  D.  &  B.  C.  which  was  passing  sixty  miles  to 
the  north. 

The  Liberal  government  passed  further  legislation  to 
stimulate  railway  construction  which  had  threatened  to  come 
to  a  standstill.  Delays  not  only  heightened  the  effect  of 
the  depression  in  the  north  but  reflected  unfavorably  on  the 
Liberal  railway  policy  which  was  largely  dependent  on  Mr. 
McArthur’s  success.  The  promoter  failed  to  sell  the  bonds  on 
the  Peace  River  branch,  guaranteed  as  they  were.  As  a  result 
the  premier  gave  aid  in  an  unprecedented  form.  The  house 
passed  legislation  enabling  the  province  to  borrow  $2,000,000 
on  the  security  of  the  unsold  bonds.  Up  to  eighty  per  cent 
of  the  cost  of  construction  to  the  Crossing  was  advanced  out 
of  this  loan  to  Mr.  McArthur.  But  the  loan,  which  was 
authorized  in  1914,  was  not  executed,  partly  because  the  pro¬ 
moter  was  not  sure  of  the  feasibility  of  following  the  diffi¬ 
cult  route  down  the  North  Hart  River,  and  partly  because  the 


23 


'Statutes  of  Alberta,  5  George  V,  1914,  Chap.  29. 
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government  had  difficulty  selling  its  own  bonds.  In  April 
of  1915  the  legislature  increased  the  interest  rate  from 
to  5 °/o  and  was  successful  in  raising  the  amount  of  the  loan.24 

The  government’s  decision  to  hurry  construction  on 
the  Peace  River  branch  through  provincial  loans  did  not  fail 
to  arouse  political  opposition.  The  Conservatives,  led  by 
Mr.  E.  Michener  of  Red  Deer,  condemned  the  new  departure  as 
extravagant  and  prodigal  because  it  permitted  a  maximum 
expenditure  of  $2,000,000  on  the  forty-eight  miles  of  road  of 
which  twenty  miles  were  of  ordinary  cost  and  already  construct- 
ecL  They  stated  that  Mr.  McArthur  should  be  made  to  sell  his 
own  bonds  even  at  the  sacrifice  he  was  apparently  unwilling 
to  make.  The  opposition  asked  that  no  increase  in  commitments 
be  made  until  the  actual  costs  of  railway  construction  were 
determined  by  a  royal  commission.  It  was  argued  that  materials 
and  labor  were  cheaper  in  1915  than  in  1912  when  the  figure 
of  $20-, 000  a  mile  was  accepted.  With  regard  to  the  Grande 
Prairie  branch  they  asked  why  the  administration  guaranteed 
those  bonds  when  the  ones  on  the  Peace  River  branch  failed  to 
sell.  It  was  felt  that  the  government  should  press  the  com¬ 
panies  to  build  those  roads  already  chartered  and  guaranteed 
in  order  to  help  the  unemployment  situation.  The  Conservatives 

^Statutes  of  Alberta,  5  George  V,  1914,  Chap.  9. 

S5Edmonton  Journal,  1915,  March  31. 
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also  had  in  mind  the  Canadian  Northern  at  Sangudo  which 
possessed  a  charter  and  a  guarantee,  and  had  the  money  from 
the  sale  of  its  bonds  in  the  bank  and  yet  made  no  move  to 
further  construction.  Should  the  government  no w  aid  a  second 
railroad  into  the  same  area?  The  E.  D.  &  B.  C.’s  roundabout 
route  to  Grande  Prairie  would  incur  one  hundred  extra  miles 
which  would  cause  burdensome  freight  tariffs.  Rates  on 
settlers*  effects  were  already  excessive.  A  carload  from 
Edmonton  to  the  present  end  of  the  steel  amounted  to  $115,  a 
total  equal  to  the  charge  for  the  long  haul  from  Toronto  to 
Edmonton.'"  Such  political  criticism,  however,  was  only  a 
forerunner  cf  what  followed  from  later  legislation. 

Although  lack  of  funds  and  indecision  as  to  the  right- 
of-way  halted  work  north  of  Reno  on  the  Peace  River  branch, 
the  main  line  saw  some  activity  in  1915.  By  the  close  of 
March  the  track -layer  had  resumed  work  west  of  McLennan  and 
had  laid  steel  to  within  six  miles  of  the  Smoky  River.  It 
failed  to  arrive  in  time  to  permit  work  on  the  bridge  piers 
that  season,  but  did  provide  a  better  service  for  Grande 
Prairie  residents  during  the  summer.  Traffic  began  down 
river  from  the  town  in  early  Tune.  The  traveller  would  go  by 
team  some  twenty  miles  east  to  Bezanson’s  Crossing  on  the 


26 


'Edmonton  Journal,  1915,  March  51. 
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Smoky.  There  he  would  board  a  new  gasoline-powered  boat 

seventy-six  feet  long  for  the  run  north  down  the  river  to 
27 

Proudholmes’  Crossing  (Watino).  The  fare  for  the  pleasant 

journey  amounted  to  eight  dollars  and  the  time  for  it  to  six 

and  one-half  hours.  For  another  dollar  the  passenger  was 

taken  by  wagon  up  the  hills  over  a  government  improved  road 

to  the  end  of  the  steel  six  miles  distant."  Such  a  route 

both  eliminated  the  tediousness  and  reduced  the  time  of  the 

journey  to  the  railroad.  Steamers,  too,  appeared  for  a  time 

on  the  Smoky  carrying  freight  and  passengers  between  Grande 

Prairie,  Proudholmes’  Crossing,  and  Peace  River.  In  this 

manner  navigation  from  the  Peace  for  the  first  time  received 

rail  connection  not  from  the  branch  line  to  the  Crossing  but 

from  the  main  line  up  the  Smoky.  The  track  built  in  March 

served  also  to  settle  the  area.  At  one  time  three  hundred 

passengers  were  aboard  a  single  train  which  left  Dunvegan 

Yards  for  the  north.  Of  these  fifty  families  were  bound  for 

29 

Falher  and  other  districts  west  of  McLennan. 

In  1915  work  began  again  on  the  Peace  River  branch 
because  funds  were  then  available  from  the  $2,000,000  loan 
and  because  the  problem  of  the  Smoky  and  its  big  grades 

^Also  spelled  "Proudhomme ' s"  or  "Pruden’s"  or  called 
"Beaver  Crossing". 

28Grouard  News ,  1915,  June  3. 

^9peace  River  Herald,  1915,  March  18. 
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stopped  activity  on  the  main  line.  North  of  Reno  the  engin¬ 
eers  had  reversed  their  decision  and  decided  not  to  take  the 
expensive  winding  route  down  the  North  Hart  which  had  required 
the  big  loan.  The  danger  of  slides  from  the  cut  banks  would 
make  it  too  difficult  to  operate.  The  alternative  of  running 
on  the  level  and  descending  the  banks  at  the  mouth  of  the 
Smoky  was  chosen  because  it  would  cost  but  one-half  as  much 
as  the  other  plan  and  would  also  speed  construction  to  the 
Peace.  The  objective  was  to  have  steel  laid  to  the  top  of 
the  hill  (Judah)  at  Peace  River  Crossing  by  the  end  of  August, 
and  down  the  big  grade,  across  the  North  Hart  River,  and  into 
the  town  by  November.  Two  contractors,  Timothy  and  Riley, 
had,  by  July,  finished  grading  from  Reno  to  the  Smoky  and 
were  busy  on  the  long  grade  down  to  the  North  Hart  with  175 
men,  110  teams,  and  four  large  graders.  A  bridge  600  feet 
long  and  140  feet  high  was  planned  for  the  stream.  By  mid- 
October  track  had  reached  the  top  of  the  hill  where  a  siding 
was  prepared  to  make  Judah  the  end  of  the  steel  for  the  com¬ 
ing  winter.  Night  shifts  worked  under  gasoline  lights  to 
complete  the  hill  grading  before  freeze-up  and  to  bring  down 
the  materials  for  the  North  Hart  bridge  the  more  easily.  The 
end  of  the  grading  season  in  1915  found  the  road  bed  prepared 
beyond  the  river  and  to  within  one  and  one-half  miles  of  the 
station  site  inside  the  town’s  limits.  By  early  December  steel 
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had  been  laid  down  the  hill  to  the  river  where  it  had  to  await 

the  completion  of  the  bridge.  Public  traffic,  however,  for 

the  time  travelled  the  long  grade  up  the  hill  to  Judah  for 

30 

railway  service. 

During  the  same  summer  of  191b  work  was  progressing 
quite  as  favorably  on  the  branch  to  Grande  Prairie.  In  June 
engineers  decided  the  route  for  the  new  branch  line  from  Mile 
350,  (Rycroft)  just  east  of  the  Spirit  River  Settlement,  south 
to  Grande  Prairie.  The  grading  contract  was  let  to  G.H.  Web¬ 
ster  of  Calgary,  who  was  to  complete  the  work  by  November 
first.  Some  difficulty  was  experienced  in  finding  a  suitable 
way  through  the  Saddle  Mountains  which  straddled  the  route.  A 
somewhat  winding  road  was  finally  chosen  through  the  hills  to 
eliminate  steep  gradients  and  to  avoid  deep  cuts  and  fills. 

The  company  hoped  to  lay  the  steel  to  Spirit  River  by  Christ¬ 
mas  and  to  Grande  Prairie  by  March.  Rails  and  fastenings  were 
ordered  to  complete  the  line  to  the  southern  centre. 

While  work  on  the  Grande  Prairie  branch  proceeded,  that 
on  the  main  line  leading  to  it  increased  in  tempo.  Six  graders, 
one  steam  shovel,  165  men,  and  140  teams  were  busy  on  the  big 
grades  at  the  Smoky  River  where  a  temporary  bridge  was  planned 
for  September  and  concrete  foundations  for  the  permanent  bridge 


5(^Peace  River  Herald,  1915,  December  10. 
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for  the  following  winter.  To  save  time,  it  was  now  planned 
to  haul  the  bridge  materials  in  ahead  of  the  steel  rather 
than  await  track  for  easy  access.  West  of  the  Smoky  600  men 
and  sixty  teams  continued  the  grading  to  Spirit  River  (Mile 

357).  During  July  two  thousand  men  were  at  work  on  the  E.  D. 

31 

&  B.  C.  and  its  branch  lines.  The  end  of  1915  saw  the  big 
grades  completed  on  the  Smoky  and  the  steel  across  the  tempor¬ 
ary  bridge  and  on  west  to  a  point  a  few  miles  short  of  Spirit 
River  where  200  men  in  twTo  shifts  worked  feverishly  on  the 
track-layer  endeavouring  to  keep  to  schedule. 

Since  the  bridge  over  the  North  Hart  River  near  Peace 
River  Crossing  was  not  yet  completed,  most  of  the  activity 
in  the  early  months  of  1916  was  centred  on  the  Grande  Prairie 
branch.  The  steel  reached  Spirit  River  at  the  end  of  the  main 
line  in  February  and  immediately  started  south  on  the  branch. 
Because  grading  had  been  finished  to  Grande  Prairie  according 
to  schedule  the  previous  fall,  the  layer  had  a  clear  bed  ahead 
of  it.  Once  out  of  the  Saddle  Mountains,  it  achieved  records 
in  track-laying  and  the  steel  reached  Grande  Prairie  on  March 
22.  The  branch  had  been  chartered,  surveyed,  cleared,  graded, 
and  laid  in  the  preceding  ten  months/" 


^Grouard  News,  1915,  June  24,  July  1,  8,  15. 
S^Grande  Prairie  Herald,  1916,  March  28. 
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Chapter  8 

THE  ROAD  IN  SUNSHINE  (1916) 

Mir.  McArthur's  popularity  in  1916  reached  its  greatest 
heights.  His  roads  in  Alberta  were  built  almost  as  far  as  he 
was  destined  to  take  them.  The  branch  to  the  Crossing  was 
but  a  few  miles  from  Peace  River  town.  The  Premier  of  Alberta, 
the  Honorable  Arthur  L.  Sifton,  arrived  on  the  first  passenger 
train"1”  to  this  area.  The  steel  was  in  Grande  Prairie,  too. 

At  a  banquet  there,  the  company’s  officers  were  feted  and 
praised.  They  held  an  impressive  ceremony  at  wThich  the  first 
white  woman  to  take  up  permanent  residence  in  the  area,  Mrs. 
L.C.  Senson,  drove  the  golden  spike  signifying  the  completion 
of  the  branch. 

In  the  four  years  from  1912  to  1916  Mr.  McArthur  had 
built  650  miles  of  railroad  (including  180  miles  on  the  A.  & 

G.  W. )  in  the  north  and  had  graded  150  miles  in  readiness  for 
the  steel.  Of  the  326  miles  of  road  constructed  in  Alberta 
in  1915,  the  C.P.R.  built  22,  the  C.N.R.  59  and  J.D.  McArthur 
245  miles  or  seventy-five  per  cent  of  the  total.  In  that 
year  the  contractor  constructed  in  Alberta  forty  per  cent  of 

^Canadian  Annual  Review,  1915,  p.  708. 

^Grande  Prairie  Frontier  Signal,  1916,  March  30. 
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2 

the  new  mileage  in  Canada  west  of  Port  Arthur.'- 

The  extension  of  railway  service  into  the  Peace  River 
area  had  a  profound  effect  upon  the  economic  and  social  life 
of  the  north.  Two  passenger  trains  weekly,  equipped  with 
pullman  and  dining  service,  brought  thousands  of  settlers 
into  the  northern  districts.  Wholesale  trade  out  of  Edmonton 
increased  in  great  strides.  In  1915  40,000  tons  were  carried 
north  compared  with  earlier  shipments  of  some  1500  tons 
annually.  Production  in  the  Peace  River  area  increased  by 
132  per  cent  in  the  same  year  while  the  E.  D.  &  B.  C.  carried 
5,000  cars  of  general  supplies  and  200  of  settlers’  effects 

4 

into  the  north. 

Though  times  were  difficult  settlement  continued  to 
grow.  The  First  Great  War  and  the  depression  had  reduced 
the  number  of  immigrants  to  Canada  from  402,000  in  1913  to  a 
mere  trickle  of  48,000  in  1916. 5  In  spite  of  this  the  gradual 
increase  in  the  number  of  homestead,  timber,  and  hay  permits 
issued  reveals  the  extent  of  settlement  in  the  Peace  River 
area.  The  war  was  by  now,  apparently  alleviating  the  effects 
of  the  depression  through  increased  prices.  The  new  roads 

^Alberta  Sessional  Papers,  1915,  Vol.  10,  Pt.  1. 

Department  of  Railways  and  Telephones,  p.  32  -  33,  36. 

^Canadian  Annual  Review,  1916,  p.  728-729-730. 

Sessional  Papers  (Canada),  1914,  Interior  if  25,  p.  3. 
and  1917,  Interior,  #  25,  p. 3. 

6Ibid . ,  1915  -1916-1917,  Interior  #  25. 
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were  permitting  the  district  to  share  in  the  improved  national 
economy.  Further  evidence  of  progress  lay  in  the  increase  of 
population  of  the  area  from  3,360  in  1911  to  10,897  in  1916. 7 * 9 10 

This  growth  in  population  naturally  lead  to  expansion 
in  business.  Logging  and  sawmill  operations  increased  enor¬ 
mously.  In  1914  the  Chief  Inspector  of  Lands  reported  twenty- 
four  sawmills  in  the  Peace  River  area  and  commented: 

Demand  for  lumber  at  Peace  River  Crossing  is  such 
that  three  mills  operating  in  the  vicinity  cannot  cope 
with  their  orders,  and  building  is  being  held  back  con¬ 
siderably,  a  large  portion  of  the  town  still  being 
under  canvas. 

The  Surveyor- General  wrote  of  the  increased  work  caused  by 
the  influx  of  settlers  during  these  years: 

Most  of  the  townships  subdivided  are  in  the  Peace 
River  district.  The  construction  of  railways  to 
Spirit  River  and  Peace  River  Crossing  has  made  the 
country  easily  accessible,  and  turned  the  flow  of 
new  settlers  in  that  direction.'" 

Reports  of  the  Royal  Canadian  North  West  Mounted  Police  reveal 
similar  effects.  One  in  1915  reads,  "A  vast  empire  is  added 
to  the  productive  area  of  Canada”  and  reports  the  construc¬ 
tion  of  three  new  flour  mills  and  a  pork  packing-plant  at 
Grande  Prairie  during  that  year.*^'  Increased  areas  under 
cultivation  demanded  more  grain-handling  facilities  and  com- 


7 

Dominion  Bureau  of  Statistics,  Census  of  Prairie  Provinces, 
1936,  Vol.  1,  Census  of  Alberta,  Table  6,  pp .  887,  891. 
^Sessional  Papers,  (Canada)  1915  Interior  #  25  p.  87. 

9Ibid.,  1917,  Interior  #  25b,  p.  11. 

10Ibid. ,  1915,  R.N.W.M.P.  28  p.  125-6,  1916,  pp.  139-140. 


_ 

'  ' :o  ; 

' 

. 


<  .  ;.y- 

, 

"  •  :  ’  ■ 


. 


. 

«  -  '■  '  ,  o 


. 


1  ■  .  . .  . 


■  .  i  o: . 


.  , 


oJ- 

- 

•  -•  ■-  %  ,  ’  .  ;  '•  : .1  i  j 

n:': 


.  ■) 


■ 

‘  '  .  •  •  •  :  •  ' 

.  ,  . . 

.  c 


• ; 


75 


panies  were  busy  erecting  elevators  at  nearly  every  siding. 

The  fishing  industry  in  particular  received  great 
impetus.  Railway  transportation  enabled  the  Alberta  Fish 
Company  to  procure  a  new  market  for  their  fresh  whitefish 
from  Lesser  Slave  Lake.  The  year  1915  saw  the  first  of  many 
carloads  packed  safely  in  ice  at  Sawridge  and  bound  for 
Chicago  where  premiums  were  willingly  paid  for  choice  fish.11 

The  railroad,  too,  allowed  the  entry  of  heavy  oil¬ 
drilling  equipment  and  permitted  the  search  for  petroleum  in 
the  Peace  River  area.  By  July,  1916,  Mr.  McArthur  had  formed 
his  own  Peace  River  Oil  Company,  brought  in  machinery,  and 

struck  oil  on  Tar  Island  some  seventeen  miles  below  Peace 

12 

River  Crossing.  The  day  after  the  discovery  two  hundred 

men  stood  in  line  for  oil  leases.  Such  a  promise  of  natural 

wealth  and  business  opportunity  attracted  the  interest  of 

British  capital  and  Lord  Rhondda  (D.A.  Thomas),  the  Welsh 

coal  baron,  bought  the  entire  interests  of  the  Peace  River 

1  g 

Trading  and  Land  Company  which  included  its  three  posts. 

With  the  discovery  of  oil-  in  mind  he  built  at  the  Crossing 
the  largest  stern-wheel  steamer  west  of  the  Great  Lakes.  Its 
large  palatial  salon  and  numerous  staterooms  had  room 

j-i-Grouard  News ,  1915,  October  21. 

12Ibid. ,  1916,  August  4. 

15Ibid. ,  1916,  February  25. 
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for  one  hundred  passengers,  while  its  holds  accommodated  200 
tons  of  freight.  Its  engines,  built  to  burn  wood  or  oil, 

made  it  the  fastest  boat  on  the  river,  or  permitted  it  to 

14 

push  ahead  several  large  oil  barges. 

Other  activities  on  the  river  gave  further  evidence  of 
development  caused  by  the  railroad.  The  D.A.  Thomas  Company 
also  built  a  powerful  gasoline  boat,  "The  Lady  Mackwor th" , 
to  ply  on  the  lower  part  of  the  river  near  Fort  Vermilion 
where  the  firm  intended  to  drill  for  oil.  Steamers  operated 
by  the  Hudson’s  Bay  and  Northern  Transportation  Companies  on 
the  regular  run  from  Hudson  Hope  to  Vermilion  Chutes  plied 
on  faster  schedules.  Freight  brought  north  by  the  railroad 
in  winter  piled  up  in  sheds  at  Peace  River  Crossing  and  was 
moved  up  or  downstream  by  these  steamers  at  the  beginning 
of  the  navigation  season.  Numerous  smaller  power  boats  were 
constructed  to  give  faster  cross-river  service  to  those  who 
did  not  choose  to  wait  for  the  slower-moving  government  ferry'!' 

With  the  railroads  came  improved  communication  for 
both  business  and  social  interests  of  the  new  residents. 
Telegraph  lines  paralleled  the  n ew  roads,  and  the  Dominion 
government  pushed  its  own  line  from  the  Crossing  southwest  to 
Dunvegan ,  Lake  Saskatoon,  Grande  Prairie,  and  then  west 


^Grouard  News ,  1916,  June  2. 

•^Sessional  Papers  (Canada)  R.N.W.M.P.  $  28,  1917,  p.  133. 
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t  tiro  ugh  Pouce  Coupe,  Fort  St.  John,  Half-Way  River,  and  on 
to  Hudson  Hope  by  August  of  1915. 1(3  The  increase  in  popul¬ 
ation  in  this  more  western  area  occurred  largely  because  of 
the  approaching  railway.  Such  growth  warranted  government 
expenditure  on  this  service  in  advance  of  the  steel. 

These  developments  occurred  in  the  north  as  the  result 
of  the  construction  of  the  E.  D.  &  B.  C.  Railway  largely  dur¬ 
ing  a  world  war  which  at  first  had  detracted  from  the  expansion. 
The  conflict  shut  off  almost  all  access  to  immigration  and 
capital,  and  gradually  produced  shortages  in  labor  and  mater¬ 
ials.  A  dearth  in  steel  rails  was  most  serious.  Rises  in 
prices  naturally  followed  and  the  capital  available  for  con¬ 
struction  brought  ever  decreasing  returns.  No  doubt,  develop¬ 
ment  would  have  been  immeasurably  greater  during  the  early 
years  of  the  war  had  the  international  struggle  not  intervened. 

After  the  roads  reached  Grande  Prairie  and  the  limits 
of  Peace  River  town  in  March  of  1916,  there  was  little  new 
activity  on  these  lines  for  the  remainder  of  the  year.  Much 
of  the  work  lay  in  finishing  what  had  already  been  started. 

Early  in  May  the  new  steel  bridge  over  the  Smoky  was  completed. 

% 

The  temporary  wooden  structure  had  gone  out  with  the  spring 
break-up.  Scows  had  been  pressed  into  service  until  the  per- 


•^Sessional  Papers ,( Canada )  Public  Works  §  19,  1913-1917, 
pp.  ( c )  90  -  100. 
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manent  one  was  completed.  The  ballasting  of  the  track  to 

McLennan  had  to  be  suspended  in  order  to  carry  on  the  same 

1  7 

work  on  the  more  dangerous  grades  of  the  Smoky  River. 

Thereafter,  ballasting  continued  on  the  main  and  Crossing 
lines.  When  the  bridge  across  the  North  Hart  was  finished, 
track  was  laid  over  it  and  on  into  Peace  River  tov/n  where  a 
station  had  just  been  erected.  Back  in  Edmonton,  arrange¬ 
ments  were  made  in  September  to  handle  all  freight  for  the 
roads  at  the  Grand  Trunk  Pacific  lines.  This  change  rendered 

unnecessary  the  slow  and  costly  draying  trips  out  to  the 

18 

Dunvegan  Yards. 

All  grading  carried  on  after  March,  1916,  was  done  in 

vain.  By  freeze-up  eighty  per  cent  of  the  fifty-four,  miles 

19 

of  line  west  of  Spirit  River  to  the  boundary  was  completed. 

No  steel  was  ever  laid  on  this  road  bed.  Scarcity  of  rails 
the  following  winter  seems  to  have  prevented  the  completion 
of  the  road,  and  by  the  time  steel  was  once  again  available, 
impending  bankruptcy  had  immobilized  Mr.  McArthur.  The  rail 
shortage  at  that  time  was  serious  enough  to  warrant  the  lift¬ 
ing  of  rails  on  the  transcontinentals  west  of  Edmonton  for 

20 

shipment  to  the  war  theatre  in  France.  Under  these  circum¬ 
stances,  the  promoter  cannot  be  blamed  for  his  failure  to 

17Peace  River  Record,  1916,  May  5. 

J-^Grande  Prairie  Herald,  1916,  September  12. 
i^Ibid.,  1916,  September  19. 

-'The . Canadian  Northern  and  Grand  Trunk  Pacific  ran  side  by 

side  to  Jasper.  When  they  were  merged  into  the  Canadian  National 
the  tracks  were  changed  to  make  but  one  continuous  line  and  the 
excess  rails  were  lifted  for  salvage. 
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secure  his  requirements. 

Mr.  McArthur’s  last  main  effort  on  new  work  was  the 
erection  of  the  Peace  River  bridge  which  was  to  initiate  con¬ 
struction  on  the  branch  to  Waterhole  (Fairview)  some  fifty- 
five  miles  beyond  the  river.  Early  in  1917  contracts  were 
let  for  the  new  bridge  which  was  to  cost  a  million  dollars. 
Engineers  were  to  lay  the  substructure  before  high  water  that 
spring.  Because  the  bridge  was  to  accommodate  highway  traffic 
as  well,  the  provincial  government  promised  financial  aid. 

The  company  hoped  to  receive  a  Dominion  subsidy,  too,  because 
of  the  increased  land  values  that  would  follow  the  erection 

of  the  bridge.  Federal  aid  amounted  to  $175,000,  "  provinc¬ 

es  2 

ial  aid  to  $110,000,  while  the  remainder  was  financed  out 

25 

of  the  unexpended  portion  of  the  $2,000,000  loan.*" 


^Railway  Statistics  of  Canada,  1919,  Table  IV,  p.  58. 

2 < 3 lq q #  oit . 

2':' Sessional  Papers  (Alberta),  1919,  //  64,  Pt.  II,  p.  4. 
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Chapter  9 


GATHERING  SHADOWS  (1917-1919) 


In  spite  of  Mr.  McArthur’s  popularity  in  1916,  incid¬ 
ents  had  already  occurred  that  suggested  all  was  not  well  with 
the  company.  The  nature  of  complaints  against  the  line  seem 
to  indicate  that  the  people  were  pleased  to  have  the  road  and 
withheld  their  criticism  unless  service  was  unusually  poor. 
During  the  earlier  years  censure  was  moderate  and  somewhat  in 
lighter  vein.  In  1914  a  traveller  complained: 

Trainmen  on  the  line  are  a  most  unobliging  bunch 
...  and  the  conductor  was  of  the  coarsest.  He  will 
do  nothing  to  help  passengers,  neither  can  they  get 
a  civil  answer  from  him  but  you  can  certainly  get 
plenty  of  oaths. 1 

The  long  ride  out  to  the  station  at  Dunvegan  Yards  irked  both 
passengers  and  shippers,  but  the  use  of  the  G.T.P.  yards  be¬ 
ginning  in  1916  had  at  least  eliminated  the  freighting  incon¬ 
venience.  With  regard  to  speed  of  the  trains  a  news  item  in 
a  local  paper  in  1916  reads: 

Mr.  and  Mrs.  Willis  and  son  arrived  from  Exeter, 
Ontario,  with  a  carload  of  settler’s  effects,  ten 
head  of  purebred  Shorthorn  heifers,  and  a  number  of 
varieties  of  purebred  chickens  and  ducks.  While  on 
the  E.  D.  &  B.  C.  ...  one  of  the  ducks  was  accidentally 
liberated  from  the  car  which  was  going  at  full  speed. 

Mr.  Willis,  however,  easily  captured  the  bird  and 
after  a  short  run  managed  to  catch  up  to  the  train. 


^-Grouard  News ,  1914,  February  14. 

^Grande  Prairie  Herald,  1916,  August  15. 
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Another  type  of  complaint,  which  was  indicative  of  the 
company’s  shrewdness  rather  than  its  weakness,  was  over  the 
choice  of  routes  and  townsites.  Grouard’s  fight  to  have  the 
steel  built  through  its  boundaries  has  already  been  outlined. 
For  a  while  Grande  Prairie  was  quite  apprehensive  lest  the 
company  choose  a  station  site  a  few  miles  away.  However,  the 
old  settlement  of  Spirit  River,  though  it  gained  the  road, 
was  critical  because  the  officials  did  not  choose  a  site  in 
the  village.  Instead  they  chose  one  on  the  heights  a  few 
miles  beyond,  where  land  was  cheap  and  revenue  could  be  in¬ 
creased  through  the  sale  of  lots  in  a  new  towns ite.  The 
residents,  somewhat  reluctantly  and  complainingly,  moved  their 
businesses  to  the  new  site  where  rail  service  was  offered  but 
water  was  almost  unprocurable.  Rivalry  between  towns  vieing 
for  the  railroad  had  its  humorous  side,  too.  Editors,  intense¬ 
ly  loyal  to  their  own  districts,  would  carry  on  disputes  with 
each  other,  both  giving  and  receiving  lively  invective.  In 
one  instance,  the  editor  of  the  Grouard  Hews ,  after  the  town 
had  lost  the  road,  wrote  enviously  that  the  steel  might  not 
reach  the  Peace  at  the  Crossing.  The  irate  editor  of  the 
Peace  River  Herald  replied  and  the  first  of  many  interesting 
exchanges  reads: 

We  ...  have  paid  no  heed  to  the  reports,  emanating 
as  they  do  from  the  anvil  chorus  of  Grouard,  whose 
almost  exclusive  companionships  with  gamblers,  pimps, 
and  bootleggers  while  sojourning  in  the  swramphole  has 
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so  warped  their  morals  ...  that  Barry  Maurice’s 
potato  patch  in  G-rouard’s  main  street  may  soon  be 
realized,  if  Barry  can  only  afford  the  potatoes.5 

A  different  type  of  complaint  that  became  quite  marked 
during  these  years  arose  from  suspicion  of  Mr.  McArthur’s 
many  relatives  and  companies  through  which  he  carried  on  his 
numerous  business  activities.  He,  Mr.  J.D.  McArthur,  was 
president  of  the  E.  D.  &  B.  C.  Railway  Company  and  of  the 
J.D.  McArthur  Construction  Company.  Many  contracts  were  let 
to  the  D.E.  McArthur  Construction  Company  which  was  controlled 
by  his  brother,  ’’Dune”  McArthur.  There  was  another  brother, 
Peter  McArthur,  who  was  townsite  agent  for  the  E.  D.  Ac  B.  C. 
and  headed  the  Peace  River  Land  and  Settlement  Company.  A 
cousin,  J. A.  McArthur,  was  manager  of  J.D.’  s  model  farm  at 
Spirit  River.  Furthermore,  Mr.  J.D.  McArthur  was  president 
of  the  North  West  Lumber  Company  which  had  a  mill  near  Dun- 
vegan  Yards.  The  road  fed  logs  into  this  sawmill  from  Mr. 
McArthur’s  timber  berths  along  its  route  and  it  was  alleged 
that  the  lumber  company  at  first  paid  no  freight  until  an 
inquiry  appeared  likely.  The  mill  sold  much  of  its  lumber 
to  the  railway  companies.  Mr.  McArthur  was  also  president 
of  the  National  Paving  Company  which  paved  the  road  to  the 
Dunvegan  Yards,4  and  he  was,  of  course,  head  of  the  Central 

5Peace  River  Herald,  1915,  March  4. 

^Edmonton  Journal,  1915,  April  16. 
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Canada  Railway  branch  to  the  Crossing  and  the  A.  &  G.  W.  to 
xVa terways *  It  was  no  small  wonder  that  these  interlocking 
directorated  and  involved  family  associations  alarmed  the 
layman  particularly  in  a  time  when  the  activities  of  railway 
contractors  were  often  in  ill-repute. 

Rather  more  legitimate  complaints,  however,  were  by 
now  frequent  and  serious  enough  to  indicate  that  both  road  and 
service  were  beginning  to  fail.  Washouts  began  to  occur  with 
greater  frequency  and  considerable  delay  in  train  service  en¬ 
sued.  Lack  of  ballast  seemed  to  be  the  chief  cause  of  these 
worsening  conditions.  Mr.  McArthur  followed  the  normal  pro¬ 
cedure  of  grading  during  the  summer  and  laying  steel  during 
the  winter.  As  each  type  of  work  was  done  he  would  submit  the 
bill  to  the  Department  of  Railways  at  Edmonton  and  be  paid  out 
of  the  railway  trust  account.  The  average  cost  of  ballasting 
new  roads  was  $1500  a  mile.  Whether  more  money  could  be  made 
on  grading  and  steel-laying  than  on  ballasting,  or  whether 
Mr.  McArthur  was  anxious  to  extend  the  road  to  increase  revenue 
is  difficult  to  determine.  In  any  case,  however,  Mr.  McArthur’s 
roads  were  very  poorly  anchored.  The  Grande  Prairie  branch 
received  no  ballast  whatsoever .  Newspaper  accounts  from  time 
to  time  report  Mr.  McArthur  as  ever  promising  to  lay  the  gravel 
but  very  little  evidence  of  such  work  was  noticed  by  passengers 
or  interested  persons.  In  fact  the  situation  reminds  one  of 
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the  Queen’s  retort  to  Alice  in  Wonderland,  "...jam  tomorrow 
and  jam  yesterday  -  but  never  jam  today."  Train  service 
would  be  quite  regular  and  fairly  punctual  on  the  new  unbal¬ 
lasted  track  for  the  winter  when  the  bed  was  hard  with  frost. 
In  the  spring,  thaws  and  floods  would  easily  wash  away  the 
soil  from  beneath  the  exposed  ties  and  thereby  throw  schedules 
out  of  order  and  even  endanger  lives  by  the  possibility  of 
derailment.  When  such  washouts  occurred,  only  barely  enough 
ballast  was  laid  to  make  the  section  passable. 

Another  serious  complaint  arose  out  of  the  way  Mr. 
McArthur’s  companies  transacted  business.  The  E.  D.  &  B.  C. 
Railway  Company  would  give  all  contracts  to  the  J.D.  McArthur 
Construction  Company  which  would  lay  only  the  steel  and  a 
little  ballast.  Other  work  such  as  clearing  the  right-of-way, 
grading,  and  tie-cutting  would  be  sub-let  to  smaller  sub¬ 
contractors.  Criticism  arose  because  original  contracts  were 
not  let  by  public  tender  but  were  given  outright  at  maximum 
prices  to  the  Construction  Company  which  would  in  turn  have 
the  work  done  by  subcontractors  chosen  from  the  lowest  com¬ 
petitive  tenders. 

Charges  arising  from  these  business  methods  assumed 
great  political  prominence  in  the  debates  during  the  legis¬ 
lative  session  in  1916.  Conservatives  Dr.  T.H.  Blow  and 
Mr.  E.  Michener  led  the  attack  on  the  government.  Dr.  Blow 
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maintained  that  the  price  paid  out  of  the  trust  fund  to 
Mr.  McArthur  was  fifty  cents  per  tie  and  he  had  in  turn  sub¬ 
contractors  deliver  them  to  the  railroad  for  thirty  cents. 

With  this  profit  of  twenty  cents  'per  tie  on  3000  ties  per  mile 
for  750  miles  of  road  (including  the  A.  &  G.  W. )  in  the  north, 
the  total  profit  would  amount  to  $450,000  on  this  one  item 
alone.  Dr.  Blow  continued  his  indictment  of  the  government 
for  accepting  and  paying  the  promoter  on  the  basis  of  his  own 
misrepresentation  of  cost.  In  such  a  manner  Mr.  McArthur 
could  blow  up  the  costs  of  railway  construction  to  the  limit 
of  $25,000  per  mile,  collect  his  eighty  per  cent  of  the  con¬ 
tract  price  or  $20,000,  and  pocket  the  amount  per  mile  the 
actual  cost  was  below  the  latter  figure.  In  this  manner  the 
safeguard  that  a  contractor  would  construct  efficiently  and 
economically  if  only  guaranteed  and  paid  at  eighty  per  cent  of 
cost  was  circumvented.  Similarly  with  regard  to  grading, 

Dr,  Blow  stated  that  Mr.  McArthur’s  bill  for  moving  10,000,000 
cubic  yards  of  earth  at  forty  cents  per  yard  was  exorbitant 
and  should  have  been  for  moving  but  8,000,000  at  only  twenty- 
five  cents.  Profit  here  amounted  to  another  two  million 
dollars.  The  member  continued  that  all  this  gain  was  made 
when  the  laborers  actually  doing  the  work  received  fifteen 


'^Edmonton  Journal,  1916,  April  18. 
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cents  an  hour  and  were  charged  exorbitant  prices  for  the 
necessities  of  life  by  the  company’s  stores.  Price  of  laundry 
soap  rose  to  sixty  cents  a  bar  while  flour  sold  at  ten  dollars 
a  hundredweight  in  non-competitive  areas.  Similar  charges  of 
misrepresentation  of  cost  and  overpayment  were  cited  with  re¬ 
gard  to  clearing,  ballasting,  steel  purchasing,  track-laying, 
and  the  erection  of  depots  and  other  buildings.  Dr.  Blow 
estimated  the  actual  cost  of  construction  to  Mr.  McArthur  at 
just  under  $12,000  per  mile  for  which  he  was  being  paid 
$20,000.  The  difference  represented  a  loss  to  the  province 
of  $8,000  a  mile  or  a  total  of  over  $6,000,000  on  750  miles 
of  line.  The  member  supported  his  own  figures  of  actual  cost 

A 

by  quoting  prices  paid  in  similar  areas  for  like  work. 

Further  criticism  arose  over  the  government’s  attempt 
to  aid  the  promoter  when  he  was  unable  to  sell  his  bonds. 

When  the  administration  introduced  a  bill  in  1916  to  borrow 
two  million  dollars  for  general  revenue,  the  opposition 
immediately  demanded  that  the  $1,250,000  which  was  left  from 
the  $2,000,000  loan  to  the  promoter  for  the  construction  of 
the  branch  to  the  Crossing  be  diverted  to  general  use  to  save 
further  borrowing.  When  informed  by  Premier  Sifton  that  the 
sum  was  in  trust  for  railway  use  only,  the  opposition  accused 


Edmonton  Journal,  1916,  April  18. 
^Edmonton  Journal,  1916,  March  10. 
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the  administration  of  granting  the  loan  under  misstatement  of 

fact.  It  maintained  that  the  act  gave  explicit  authority  to 

raise  the  loan  to  complete  the  line  to  the  Peace,  and  now 

that  the  road  was  completed  the  remainder  could  be  diverted 

for  general  use.  Furthermore,  immediately  after  receiving 

the  loan  in  1915  the  company  abandoned  the  route  for  which 

it  was  intended  and  built  along  the  heights  to  the  Crossing. 

The  opposition  interpreted  this  sequence  of  events  as  a 

maneuver  to  finance  construction  of  the  Peace  River  bridge 

and  the  extension  to  Waterhole  at  the  expense  of  the  province 

through  provincial  loan  rather  than  by  sale  of  Mr.  McArthur’s 

0 

bonds  which  could  only  be  sold  at  a  sacrifice. 

The  government  was  also  charged  with  insufficient 

supervision  and  checks  on  the  company’s  construction  costs  and 

estimates.  At  a  special  sitting  of  the  Public  Accounts 

Committee  in  1916,  officers  of  the  company  and  officials  of 

the  government  gave  evidence.  It  was  admitted  that  the  public 

engineer  gave  only  cursory  inspection  to  work  done  and  to 

supplies  purchased  and  accepted  almost  without  question  the 

9 

company’s  figures  on  costs. 

The  opposition  closed  its  grand  remonstrance  by  calling 
for  a  royal  commission  to  investigate  all  charges  of  alleged 

^Edmonton  Journal  ,  1916,  March  10. 

^Sessional  Papers,  (Alberta)  1916,  §  37  pp.  21  -  26. 
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misrepresentation  and  negligence.  Premier  Sifton  replied  by- 
quoting  prices  to  suggest  that  amounts  submitted  were  not 
exorbitant  in  comparison  with  railway  costs  elsewhere,  and 
that  the  mortgage  specifically  stated  that  unexpended  funds 
from  the  loan  must  be  held  in  trust  for  further  construction. ^ 
The  assembly  refused  the  request  for  a  commission  and  passed 
the  new  loan.  Premier  Sifton’ s  answer  does  not  appear  entire¬ 
ly  satisfactory.  Although  his  statement  that  53  cents  was 
the  average  price  paid  for  ties  in  Canada  and  that  this  com¬ 
pared  favorably  with  the  50  cents  his  government  paid  Mr. 
McArthur,  it  should  be  remembered  that  the  company  used  a 
greater  percentage  of  local  cheaper  ties  than  did  the  average 
Canadian  railroad.  Prices  on  a  whole  did  not  seem  high  when 
compared  with  others,  but  the  quality  of  goods  and  workmanship 
seem  very  open  to  question  and  could  easily  have  permitted  the 
promoter  to  make  excessively  large  profits.  With  regard  to 
amounts  of  work  done  it  is  difficult  to  prove,  for  example, 
whether  Dr.  Blow’s  figure  of  8,000,000  yards  of  earth  moved 
was  correct  or  that  Mr.  McArthur’s  one  of  10,000,000  was  a 
misrepresentation.  One  cannot  prove  that  the  administration 
used  the  North  Kart  route  as  an  excuse  to  raise  an  extra  large 
loan  to  protect  Mr.  McArthur’s  bonds,  but  it  seems  apparent 

^Edmonton  Journal,  1916,  March  10. 
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that  the  government  was  willing  to  guarantee  the  promoter’s 
profit  at  the  expense  of  the  province  for  the  sake  of  road 
extension  or  for  its  own  railway  policy.  That  the  local 
Department  of  Railways  was  negligent  in  its  supervisory 
capacity  seems  well  substantiated  from  the  evidence  given 
before  the  Public  Accounts  Committee. 

In  addition  to  these  many  criticisms,  another  in  re¬ 
gard  to  railway  rates  added  to  the  general  dissatisfaction 
with  the  roads  and  suggested  the  rise  of  a  more  complicated 
financial  struggle.  A  complaint  over  the  high  rates  charged 
by  the  company  early  in  1915  revealed  that  the  road  was  accept¬ 
ing  passengers  and  freight  and  charging  almost  as  much  as  the 
traffic  would  bear.  As  the  road  had  not  yet  been  officially 
opened  for  traffic  and  the  Railway  Commission  had  not  set  the 
tariffs,  the  company  was  apparently  making  good  use  of  the  op¬ 
portunity.  Charges  on  a  particular  shipment  of  2400  pounds  of 
oats  from  Edmonton  to  Swan  River  amounted  to  $32.54  whereas  reg¬ 
ular  rates  allowed1  elsewhere  on  the  same  commoditjr  for  the  same 
mileage  would  have  been  $8.01.  The  company  explained  to  the  Board 
that  the  road  was  still  under  construction  and  that  carrying 
traffic  at  this  early  stage  wras  a  burden.  It  had  done  it  only 
to  accommodate  the  public.  The  Commissioners  recognized  some 
rates  as  unusually  high  even  after  consideration  was  given  to 
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the  special  conditions.11  The  usual  procedure  of  other  rail¬ 
way  companies  in  similar  circumstances  was  to  charge  the  usual 
standard  rates  without  commodity  or  through  rates. 

The  Board’s  investigation  prompted  the  company  to  make 
application  for  leave  to  open  the  completed  portion  of  the 
road  for  traffic  and  to  ask  for  the  "mountain”  scale  of  rates 
instead  of  the  usual  "prairie”  one.  The  company  asked  for  the 
higher  scale  because  it  was  not  a  through  line. but  a  coloniz¬ 
ation  one  going  into  new  country  where  traffic  was  light  and 
as  yet  undeveloped  and  wrhere  a  large  forest  reserve  would 
restrict  future  settlement.  It  maintained  that  the  Canadian 
Northern  line  to  Athabaska  Landing  could  afford  to  charge 
only  prairie  rates  because  it  fed  the  traffic  into  its  contin¬ 
ental  line  which  made  up  for  any  local  loss  by  its  long 
12 

through  hauls.  The  Board  reluctantljr  gave  special  temporary 
approval  of  the  mountain  scale  which  was  about  28  per  cent 
higher  than  the  prairie  schedule.  Such  rates  for  example 
would  raise  the  charge  on  the  partial  shipment  of  oats  to 
Swan  River  from  $8.01  to  $10.44.  In  August  the  Commissioners 
persuaded  the  company  to  allow  commodity  rates  at  prairie 
level  on  local  products,  to  allow  a  tariff  slightly  lower  than 
the  mountain  scale  on  merchandise  from  Edmonton,  and  to  permit 

^Sessional  Papers  (Canada),  1916,  §  20c,  pp.  340  -  3. 

l^Loc . cit . 
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a  somewhat  higher  but  not  too  unreasonable  through  grain  rate 
to  Lake  Superior.  For  all  other  freight  and  for  all  passengers 
the  full  mountain  scale  was  maintained.^1 

The  company’s  endeavour  to  ward  off  financial  difficult¬ 
ies  seemed  to  be  evident  not  only  in  its  attempt  to  gain  high 
traffic  rates  but  also  in  its  struggle  for  federal  railway 
subsidies.  It  was  the  practice  of  the  Dominion  government  to 
give  aid  up  to  $>6,400  per  mile  for  the  construction  of  roads 
that  could  be  classed  as  colonization  ones.  In  1910  the 
Pacific  Northern  and  Omineca  Railway  Company  had  been  voted 

a  subsidy  for  110  miles  on  a  projected  road  from  Edmonton 

14 

towards  the  Peace  River  area.  Since  the  road  had  never  been 
built  Mr.  McArthur  may  have  hoped  that  the  sum  might  be  re¬ 
voted  for  his  railway  which  had  entered  this  area.  However, 
the  promoter  did  not  at  first  apply  for  the  aid,  perhaps 
because  the  provincial  guarantee  seemed  ample  and  was  more 
helpful  than  the  federal  subsidy.  Then  again,  Ottawa  might 
not  extend  aid  to  a  road  already  supported  by  a  provincial 
government.  The  difficult  year  in  1915  apparently  persuaded 
him  to  ask  for  this  additional  aid.  When  he  was  about  to 
build  the  Grande  Prairie  branch,  he  informed  the  Minister  of 
Railways  for  Canada  that  the  line  could  not  be  completed  with- 

^Sessional  Papers  (Canada),  1917,  ft  20c,  pp.  159  -  160. 

^statutes  of  Canada,  9-10  Edward  VII,  1910,  Chap.  51, 

Pt.  1,  Item  40. 
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out  a  subsidy.  He  was  promised  help  and  the  line  was  built. 

In  April  of  1916  the  House  of  Commons  voted  the  subsidy  pro¬ 
mised  for  the  sixty  miles  of  construction  from  Spirit  River 

15 

south  to  Grande  Prairie.  .  The  Honorable  Frank  Oliver, 

Member  of  Parliament  for  Edmonton,  supported  the  application 
in  the  House  by  reviewing  the  railway  situation  in  northern 
Alberta  and  stated  that  the  provincial  government  had  done 
its  utmost  and  that  the  Dominion  had  a  responsibility  in  the 

1  0 

building  of  the  branch  line  since  it  improved  federal  lands. 
Perhaps  his  greater  need  for  funds  and  the  possibility  that 
Ottawa  might  now  consider  a  road  into  the  rich  farming  area 
of  Grande  Prairie  would  aid  the  war  effort  prompted  Mr.  McAr¬ 
thur  to  apply  for  the  Dominion  grant.  The  subsidy  voted  was 
$160,000  of  which  only  $125, 000'1'7  was  paid  by  June  30,  1917, 
because  the  Railway  Commission’s  engineer  had,  during  inspect¬ 
ion  of  the  road,  found  serious  faults  in  its  construction. 

He  stated  that  the  track  had  been  laid  on  bare  ground  with  no 
foundation  or  ballast,  culverts  were  of  wood  only,  bridges 
were  inadequate,  and  five  timber  trestles  had  been  erected 
where  fill-ins  had  been  authorized  by  the  Board.  The  inspector 
also  stated  that  the  lack  of  competitive  bidding  had  given 
unusually  high  rates  to  contractors  .  He  evaluated  the  cost  of 

•^Statutes  of  Canada,  1910,  6-7  George  V ,  Chap.  1,  p*  17. 
^Debates ,  House  of  Commons  (Canada)  1916,  Vol.  IV,  p.  344-9. 
17Railway  Statistics  of  Canada,  1917,  p.  18 
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18 

the  branch  at  only  $11,726.00  per  mile.  This  amount  was 

far  below  the  $27,000  per  mile  which  Mr.  McArthur  had  claimed 

was  the  contractors’  costs  on  which  he  had  based  the  value 

19 

of  the  road  when  applying  for  the  subsidy.  This  was  a 
grave  indictment  of  the  quality  of  construction,  of  the  mater¬ 
ials  used,  and  of  inflated  costs.  That  it  stemmed  from  a 
disinterested  and  qualified  engineer  seemed  to  support  the 
suspicions  of  the  public  and  the  charges  of  the  opposition 
that  the  province  was  getting  poor  value  for  its  money. 

Because  the  actual  cost  of  the  road  was  calculated  as  much 
lower  than  the  figure  submitted,  cash  paid  Mr.  McArthur  did 
not  reach  the  amount  of  subsidy  voted. 

The  application  for  subsidies  reflected  the  growing 
financial  difficulties  experienced  through  the  years  of 
construction.  It  has  been  noted  that  the  war  made  capital 
more  difficult  to  procure.  In  1914  the  bonds  on  the  Grouard 
branch  failed  to  sell,  while  in  the  following  year  those  of 
the  Grande  Prairie  branch  were  only  disposed  of  after  a  con¬ 
siderable  delay  and  at  considerable  discount.  To  avoid  a 
similar  loss  on  the  branch  to  the  Grossing  the  promoter  per¬ 
suaded  the  government  to  extend  unprecedented  aid  in  the  form 
of  a  loan  on  the  credit  of  the  province.  The  Provincial 


18Railway  Files,  Dominion  Archives,  Ottawa,  #  17773,  Pt.l. 
19Loc .  cit. 
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Treasurer  had  difficulty  himself  in  raising  the  amount.  By 

the  close  of  1917  construction  had  almost  ceased.  The  bridge 

at  the  Crossing  was  being  financed  out  of  government  subsidies 

and  the  loan  raised  two  years  earlier. 

Financial  difficulties  not  only  halted  construction 

but  gradually  threatened  the  safety  of  steel  already  laid. 

Because  the  company  was  dependent  entirely  upon  borrowed 

capital,  and  because  money  was  increasingly  hard  to  procure, 

bond  receipts  fell  far  below  face  value  and  interest  rates 

gradually  rose.  Staggering  sums  in  interest  had  to  be  paid 

or) 

each  year.  In  1917  the  amount  totalled  $384,000.  When 

operating  costs  which  do  not  include  this  figure  are  considered, 

the  company  did  not  do  too  badly.  Total  operating  profit  for 

that  year  on  the  E.  D.  &  B.  C.  was  $20,000  and  the  loss  on 

the  Peace  River  branch  $19, 000.  ^  However,  Mr.  McArthur  was 

only  able  to  prevent  large  operating  losses  by  spending  a 

minimum  amount  on  maintenance  of  road  and  equipment.  In  1917 

22 

$252,000  was  allotted  to  these  items,  while  five  years  later 

23 

$569,000  had  to  be  spent  to  recondition  the  road  that  was 
allowed  to  deteriorate  under  this  attempt  to  minimize  operat¬ 
ing  losses. 

^Railway  Statistics  of  Canada,  year  ending  June  30,  1917, 
p.  77. 

21Ibid. ,  p.  73. 

22Ibid. ,  p.  70. 

25Ibid. ,  1922,  December  31,  p.  102. 
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It  was  inevitable  that  the  year  1918  would  find  the 

company  and  its  road  in  a  worsened  condition.  Although  an 

arrangement  in  April  with  the  Grand  Trunk  made  it  possible 

for  passengers  to  use  a  station  on  121st  Street  and  107th 

24 

Avenue  to  save  the  long  journey  to  and  from  the  Yards, 
service  on  the  whole  badly  deteriorated.  In  September  a 
derailment  injured  six  people."  A  mixed  train  twice  a  week 
from  Spirit  River  to  Grande  Prairie  gave  a  slow  service  which 
averaged  twelve  miles  an  hour,  while  the  entire  passenger  run 
from  Edmonton  to  Grande  Prairie  took  thirty-seven  hours  for 
the  412  miles.  The  average  speed  was  eleven  miles  an  hour.'"’0 

Financial  troubles  prompted  Mr.  McArthur  to  search 
further  for  additional  forms  of  income.  The  provincial  govern¬ 
ment  urged  him  to  apply  for  a  general  federal  subsidy  in  order 
to  relieve  the  province  of  further  aid  and  considerable  pol¬ 
itical  embarrassment.  It  argued  that  the  government  of 
Canada  had  chartered  the  road  in  the  first  instance  and  owned 
the  lands  through  which  it  ran.  Ottawa  should  in  return 
assume  a  greater  responsibility  than  it  had  because  Alb  erta 
had  guaranteed  the  bonds  which  had  made  construction  of  the 
road  possible.  In  consequence  the  promoter  applied  far  a 

2 ^Grande  Prairie  Herald ,  19 18  ,  Apr i 1  16. 

?5ibid. ,  1918,  September  24. 

2 6 Ibid. ,  1918,  September  3. 
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general  subsidy  of  two  million  dollars  on  the  entire  mileage 

of  the  road.  The  grant  wTas  refused  by  the  federal  govern- 

27 

ment,  but  ^175,000  was  voted  for  the  Peace  River  bridge 

which  was  completed  in  March  of  1918. 28  The  amount  was  fully 

paid  up  by  August  of  1919  when  the  federal  engineer  finished 

his  final  inspection.  With  regard  to  the  remaining  subsidy 

on  the  Grande  Prairie  branch  Mr.  McArthur  could  collect  no 

more  as  Ottawa  remained  adamant  in  the  stand  that  the  cost 

of  the  road  warranted  no  more  of  the  subsidy."'9 

Another  small  financial  relief  came  in  the  form  of 

increased  freight  rates.  Higher  costs  of  operation  caused 

the  Board  to  grant  to  all  roads  a  general  rate  increase  of 

30 

twenty- five  per  cent  over  normal  rates. 

Once  again  in  1918  through  a  policy  of  minimizing 

maintenance  the  roads  showed  an  operating  profit.  The  total 

was  greater  this  year  and  amounted  to  $150,000,°  but  total 

interest  deductions  which  now  amounted  to  $484,000  wiped  out 

these  favorable  figures  and  produced  a  corporate  loss  of 
32 

$343,700.  However,  the  provincial  government  relieved 
Mr.  McArthur  of  this  staggering  load  by  paying  the  interest 


^Statutes  of  Canada,  8  George  V,  1918,  Chap.  52,  Item  382 
^House  of  Commons  Debates,  1917,  Vol.  V,  p.  4925. 

29Grande  Prairie  Herald,  1918,  May  7. 

50Board  of  Railway  Commissioners,  Vol.  8,  1918-9,  p.  277. 

Railway  Statistics  of  Canada,  1918,  June  30,  p.  73. 
32lbid. ,  p.  77. 
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out  of  the  bond  proceeds  which  were  held  in  trust  only  for 

33 

building  purposes.  It  should  have  required  him  to  continue 
shouldering  the  interest  charges  himself.  The  guarantor  by 
assuming  this  responsibility,  gave  direct  aid,  but  covered  it 
by  using  funds  earmarked  for  new  work  only.  This  move  actual¬ 
ly  declared  the  road  in  default  and  saved  the  government  the 
embarrassment  of  publicly  having  its  railroad  policy  fail. 
Perhaps  here  too  was  a  reason  why  the  promoter  stopped  con¬ 
struction.  He  may  have  wanted  to  leave  enough  in  the  trust 
account  for  the  government  to  pay  the  interest. 

The  early  months  of  1919  saw  renewed  efforts  to  solve 
the  problem  of  deteriorating  conditions  in  service  and  finance. 
At  the  beginning  of  the  year  the  balance  in  the  trust  account 
stood  at  only  $388,000.  The  policy  of  lobbying  Ottawa  and 
staggering  along  could  only  be  continued  another  year  as  the 
fund  could  handle  but  one  more  interest  payment.  Mr.  McArthur, 
aided  by  the  provincial  government,  increased  his  efforts  to 
remedy  the  situation  either  by  selling  his  railroad,  by  ob¬ 
taining  new  federal  subsidies,  or  by  absorption  into  the  new 
Canadian  National  system.  The  promoter  had  long  since  found 
that  profit  lay  in  construction  rather  than  in  operation  of 
a  railroad,  and  wished  to  slip  from  under  the  unremunerative 

ildmonton  Journal,  1919,  March  29. 

54sessional  Papers,  (Alberta),  1919,  Pt.  I  Public  Accounts 
p.  373. 
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and  precarious  burden  the  latter  had  laid  upon  him.  Since 
September  of  1917  when  officials  of  the  C.P.R.  had  toured 
tue  iii.  D.  &  B.  0.  the  possibility  of  sale  had  been  considered. 
In  April  of  1919  the  provincial  legislature  passed  a  resol¬ 
ution  declaring  that  the  Dominion  government  should  grant 
further  financial  assistance  to  the  line.35  In  the  same 
month  Mr.  McArthur  went  to  Ottawa.  For  a  while  prospects  were 
bright  for  a  favorable  settlement  and  Premier  Stewart  of 
Alberta,  who  had  succeeded  Premier  Sifton,  announced  that  the 
road  was  about  to  be  taken  over  by  the  Dominion  government. 
However,  when  this  information  reached  Ottawa  Sir  Thomas 
White,  acting  Prime  Minister,  declared36  in  the  House: 

...no  arrangement  such  as  suggested  with  regard  to 
the  taking  over  of  the  road  has  been  completed,  nor 
are  there  any  negotiations  at  the  present  time  look¬ 
ing  to  that  end. 

Nevertheless  the  federal  administration  did  provide  aid.  It 

anticipated  the  possibility  of  strong  political  pressure  for 

the  incorporation  of  the  road  and  its  liabilities  into  the 

National  system  should  the  railroad  completely  collapse.  It 

37 

agreed  to  increase  the  subsidy  to  $320,000.  This  amount 
was  to  be  spent  on  reconditioning  anywhere  on  the  line.  Such 
improvements  were  to  be  subject  to  the  approval  and  inspection 

35Canadian  Annual  Review,  1919,  p.  769. 

56pebates-House  of  Commons,  Canada,  1919,  Yol.  II,  p.  1208. 
37Canadian  Archives,  Ottawa,  Railway  Files  #  17773  Pt.I. 
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of  the  Board's  engineer.  Mr.  McArthur  quickly  availed  him¬ 
self  of  this  small  help  and  set  his  crews  to  work.  When  the 
engineer  inspected  the  reconditioning  jobs,  he  reported  that 
the  road  was  still  in  bad  condition  as  lack  of  ballast  and 
rotten  ties  yet  occurred  throughout  the  line.  He  found  the 
track  west  of  the  Smoky  and  south  to  Grande  Prairie  sinking 
into  the  mud  which  passage  of  trains  churned  into  "mush". 
Conditions  were  described  as  dangerous  and  $950,000  was  needed 
to  recondition  the  road.  It  was  stated  that  the  company 
lacked  rolling  stock  and  that  train  service  was  inadequate 
because  crowding  had  resulted  and  prospective  traffic  was 
being  driven  away. 


38 


’loc.  cit. 
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Chapter  10 

THE  COLLAPSE  OF  THE  ROAD  (1919-1920) 

The  late  summer  of  1919  found  service  in  practically 
complete  collapse.  In  September  train  service  on  the  Grande 
Prairie  line  stopped  entirely  because  of  the  condition  of  the 
road  bed,  while  traffic  from  McLennan  to  Spirit  River  took 
up  to  five  days  in  travelling  the  seventy  miles.  Canadian 
Pacific  officials  on  another  visit  over  the  lines  could  only 
reach  Grande  Prairie  on  a  light  gasoline  speeder'!'  It  seemed 
certain  that  the  bumper  crop  of  that  season  in  the  Peace 
River  country  could  not  move  south  over  a  road  in  such  con¬ 
dition.  Shortage  of  cars  now  became  increasingly  acute. 

Many  letters  reached  Ottawa  carrying  complaints  to  this  effect. 
In  August  and  September  General  W.A.  Griesbach  complained 
about  the  lack  of  rolling  stock  which  caused  overcrow'd ing  and 
loss  of  traffic  on  the  road,  about  break-downs  in  service, 
about  filthy  passenger  trains,  and  about  cattle  suffering  from 

hunger  and  thirst  because  they  had  been  on  the  road  eight  days 

2 

before  reaching  Edmonton. 

The  railway  in  this  condition  naturally  became  the  butt 
of  many  jokes  which  afforded  some  relief  from  the  growing 

^Peace  River  Record,  1919,  September  12. 

^Canadian  Archives,  Ottawa,  Railway  Files  §  17775,  Pt.  I. 
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seriousness  of  the  situation.  As  often  with  other  branch 
lines  the  road  was  frequently  called  the  "Muskeg  Limited", 
while  the  letters  "E.  D.  &  B.  C,  were  said  to  stand  for 
"Extremely  Dangerous  and  Badly  Constructed " .  A  local  editor 

wrote : 

Future  developments  regarding  the  E.  D.  &  B.  C.  are 
rumored  to  be  that  whistles  are  to  be  removed  from  all 
locomotives.  It  is  felt  that  the  road  has  nothing  to 
blow  about  anyway,  and  now  that  the  crews  have  been 
issued  with  calendars  to  take  the  place  of  watches, 
the  whistles  are  only  excess  baggage  at  any  time. 3 

The  provincial  Conservatives  were  not  slow  to  criticize 
the  failure  of  the  Liberal  government  to  solve  the  railway  pro 
blem.  The  opposition  embarrassed  the  administration  by  joinin 
■with  certain  residents  of  Grande  Prairie  to  dissuade  the  Con¬ 
servative  government  at  Ottawa  from  salvaging  the  railroad  pol 
icy  of  the  local  Liberal  regime.  Other  than  political  reasons 
howrever,  may  have  persuaded  these  residents  to  take  this 
course  of  action.  Grande  Prairie  lay  at  the  extreme  end  of 
407  miles  of  railroad  and  therefore  not  only  received  the 
worst  service  but  paid  the  highest  rates.  The  residents  did 
their  best  to  persuade  the  federal  government  to  support  the 
extension  of  the  shorter  Canadian  Northern  route  from  Onoway 
rather  than  to  help  recondition  the  longer  E.  D.  &  B.  C.  one 
by  way  of  Spirit  River.  The  completion  of  the  Cnoway  branch 

^Peace  River  Record,  1920,  May  18. 
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would,  not  only  settle  complaints  at  Grande  Prairie  but  would 

also  discredit  the  Liberals  by  leaving  a  large  part  of  its 

road  useless  on  its  hands.  General  Griesbach  aided  the  Con- 

4 

servatives  of  the  district  and  petitioned  Ottawa  against 
extending  aid  to  Mr.  McArthur.  They  charged  that  the  promoter 
had  already  defaulted  on  interest  payments  and  therefore  the 
Liberal  government  should  foreclose  and  take  over  the  line. 

The  administration  would  then  be  in  a  more  favorable  position 
to  dispose  of  the  road.  Furthermore,  federal  absorption  of 
this  provincial  liability  would  serve  as  a  precedent  and 
Ottawa  would  be  expected  to  give  similar  aid  to  other  bank¬ 
rupt  roads  like  the  Pacific  Great  Eastern  in  British  Bolumbia. 
Generally,  the  opposition  maintained  that  the  Stewart  govern¬ 
ment  should  no  longer  protect  the  alleged  equity  of  $3,500,000 

5 

which  Mr.  McArthur  claimed  he  had  in  the  road.  Since  the 
promoter  had  brought  no  capital  into  the  venture  any  such 
amount  that  now  existed  was  made  out  of  construction  and 
should  be  forfeited.  Opposition  spokesmen  claimed  too,  that 
the  complete  collapse  of  the  road,  both  physical  and  financial, 
warranted  foreclosure  as  in  ordinary  instances  of  bankruptcy. 

The  effect  of  such  prolonged  criticism  of  the  administ¬ 
ration’s  railway  policy  began  to  weaken  the  Liberal  party.  In 

^Peace  River  Record,  1919,  August  22. 

5Canadian  Annual  Review,  1919,  p.  755. 
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particular,  the  United  Farmer’s  organization  was  turning 
political  and  this  group  from  which  the  Liberals  drew  much 
of  their  support  was  growing  hostile.  At  a  convention  on 
the  transportation  problem  in  Grande  Prairie  during  August 
of  1919,  the  United  Farmers  of  Alberta  combined  with  the 
Conservatives  to  criticize  the  Liberal  policy  in  railway  mat- 

g 

ters.  The  government  repudiated  its  previous  policy  when 
the  premier  stated  that  no  further  guarantees  to  railroads 

7 

would  be  given  by  his  administration.  However,  on  his  return 
from  Ottawa  in  October  he  announced  that  the  province  would 
meet  out  of  general  revenue  the  interest  on  the  bonds  if  the 

O 

C.P.R.  or  C.N.R.  did  not  take  over  the  road.  The  premier 
apparently  was  still  protecting  Mr.  McArthur’s  equity  in 
the  line. 

The  promoter’s  struggle  for  financial  rel ief  .continued 
throughout  1919.  In  March  financial  embarrassments  forced 
him  to  issue  on  his  equity  $2, 400, 000  worth  of  debenture 

9 

stock  to  the  Union  Bank  of  Canada  in  return  for  cash  advances. 
This  move  further  complicated  the  settlement  of  the  railroad 
problem  as  it  added  still  another  party  that  must  be  consulted 
in  the  disposal  of  the  line.  Towards  the  end  of  the  year, 

^Peace  River  Record,  1919,  September  5. 

7Canadian  Annual  Review,  1919,  p.  768. 

^Canadian  Annual  Review7,  1919,  p.  755. 

^Statutes  of  Alberta,  11  George  V,  1921,  Chap.  56,  pp. 

294  -  5. 


„  . 


« 


'-'Jr.: 


■ 


V 

■ 

' 

( 

■ 

- 


*  «  ' 


. 


-  ■■  ' 


' 


' 

‘  ■  •  1  ’•  ';i 


C  . 


,  «  • 


104 


however,  further  cash  subsidies  from  the  Dominion  government 
totalling  $168,000  helped  somewhat  to  improve  service  and 
ease  financial  troubles.1^  Frosts  hardened  the  road  bed  and 
permitted  a  temporary  restoration  of  service.  The  Board 
directed  the  C.P.  and  C.N.  to  supply  locomotives  enough  at 
standard  rental  charges  to  handle  the  crop.11  In  one  week 
twenty-five  hundred  cattle  from  the  drought  area  in  the 
southern  part  of  the  province  arrived  in  the  north  in  101 
stock  cars,  and  155  cars  of  grain,  hay,  and  lumber  products 
were  carried  south  to  Edmonton.  But  in  spite  of  this 
showing,  the  road  could  not  meet  the  demand.  Because  of  lack 
of  rolling  stock  normal  freight  could  not  be  handled,  not  to 
mention  the  backlog  of  shipments  which  had  piled  up  during 
the  summer  break  down  in  service.  Elevators  filled  up  with 
grain  and  farmers  having  come  distances  up  to  fifty  miles 
through  cold  weather  with  loaded  sleighs  had  to  wait  in  Peace 
River  town  for  days  before  unloading.  While  3,000,000 
bushels  of  grain  awaited  shipment  south,  a  coal  shortage 

13 

occurred  in  the  north  as  the  boxcar  deficiency  continued. 

The  poor  service  was  hampering  the  economic  life  of  the  dis¬ 
trict,  but  financially  Mr.  McArthur  was  faring  not  too  badly. 

■^Railway  Statistics,  1919,  December  31,  p.  58. 

llPeace  River  Standard,  1919,  December  2. 

^Board  of  Railway  Commissioners,  1923-4,  p.  275. 

•^P'eace  River  Record,  1919^  November  28,  December  5,  12. 
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He  was  deferring  the  cost  of  maintenance,  handling  maximum 
traffic  with  minimum  equipment,  and  having  the  interest 
charges  paid  for  him.  At  the  close  of  the  year  the  road  once 
again  showed  an  operating  profit  at  the  exuense  of  recondition¬ 
ing  but  the  addition  of  interest  charges  caused  a  total  loss 
of  $351 ,000  which  the  government  paid  once  again  out  of  the 
building  trust  account.14 

The  early  months  of  1920  found  conditions  worse  again 

as  unusually  large  snowdrifts  added  to  the  troubles  of  the 

road.  Trains  to  Edmonton  arrived  days  late  and  passengers 

occasionally  had  to  eat  bread  and  water  when  the  usual  fare 

was  exhausted.  Not  only  regular  locomotives  but  also  relief 

engines  became  stalled  in  drifts.  Peace  River  received  no 

mail  for  twenty- two  days,  and  G-rande  Prairie  saw  no  train 

15 

service  for  a  month. 

Now  that  complete  break-downs  were  occurring  in  winter 
as  well  as  in  summer,  criticism  mounted  and  moved  the  govern¬ 
ment  to  definite  pronouncements.  In  February  Premier  Stewart 
mentioned  for  the  first  time  the  possibility  of  foreclosure 
should  Mr.  McArthur  fail  to  come  to  an  agreement  with  the 
Dominion  government.16  No  doubt,  he  thought  it  no  longer  politic, 

14Railway  Statistics  of  Canada,  1920,  December  21,  p.  127. 

15pea'ce  River  Record ,  1920,  January  23. 

1 6 C anadian  Annual  Review ,  1920,  p .  786. 
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in  the  face  of  an  approaching  election,  to  protect  a  promoter 
and  a  railroad  policy  which  were  in  disrepute.  He  promised 
that  any  provincial  aid  that  might  be  extended  would  be  spent 
only  on  the  improvement  of  the  road  rather  than  to  benefit 
owners  or  creditors.17  The  situation  was  somewhat  clarified 

at  this  time  when  President  Beatty  of  the  C.P.R.  stated  that 

,  18 
his  company  would  not  take  over  the  E.  D.  &  B.  C.  He 

found  the  interest  charges  too  high,  the  route  circuitous, 

and  its  depreciation  excessive.  Then  again,  the  equity  of 

$3,500,000  which  Mr.  McArthur  still  claimed  for  himself  and 

the  bank  seemed  high,  and  the  president  feared  competition 

with  the  C.N.R.  from  its  projected  line  through  Onoway.  This 

decision  left  in  the  field  the  Dominion  government  which  the 

premier  hoped  would  assume  operation.  It  was  already  in  the 

railroad  business  and  could  use  the  road  as  a  feeder  line  to 

its  transcontinental  system. 

Another  lull  in  negotiations  occurred  when  the  princip¬ 
als  made  no  move.  The  premier  was  reluctant  to  assume  oper¬ 
ation  while  there  still  remained  the  possibility  of  a  federal 
solution.  When  his  critics  demanded  foreclosure  to  settle 
the  problem,  he  replied  that  this  action  would  mean  long 
litigation  over  the  value  of  Mr.  McArthur’s  equity  in  the  road. 

17Grande  Prairie  Herald,  1920,  February  20. 

18Peace  River  Record,  1920,  February  6. 


.  ‘  0  I 

.  ■ 

i  :  i: 

.. 

• 

..  ..  •, 

.  0 

... 

I.  j 

■ 

...  ,:j 

■ 

.  .  . 

- 

■  ‘  .  ...  v.  •  .  .  ...  V4 

3  : 

. 

d  . 'b 

A-  i 

.  . 

* 

' 


•  •  *  o  .  O' . .  i J 

'  -  :  V..  .  :L 


- 

* 


.  . 


■  ..  ■.  , 


. 


■ 

::  l>  sir1. 

, 

. 

,  0.  v 


<! 


? 


107 


His  government  would  not  vote  money  to  re-service  the  lines 

until  it  had  gained  full  management  and  control  of  the  com- 

19 

pany.  The  promoter  went  to  Ottawa  where  he  was  refused  a 
large  subsidy,  but  was  led  to  believe  that  incorporation  into 
the  Canadian  National  system  was  still  a  possibility."  How¬ 
ever,  the  federal  department  was  hesitant  to  offer  terras 
because  it,  too,  was  unwilling  to  buy  Mr.  McArthur’s  interest 
at  the  stipulated  amount.  In  desperation  one  of  Mr.  McArthur’s 
last  acts  as  manager  of  the  road  was  to  apply  for  a  fifty  per 
cent  increase  in  passenger  and  freight  rates.  The  request 
was  refused  by  the  Board  because  strong  local  organizations, 
among  them  the  Grande  Prairie  Board  of  Trade  and  the  U.F.A., 
vigorously  opposed  the  increase  and  because  the  Commissioners 
themselves  were  about  to  permit  all  railroads  an  increase  in 
rates  to  offset  greater  costs  of  operation.  ■L 

During  the  delay,  train  service  continued  to  deteriorate 
and  reached  a  new  low.  Spring  rains  delayed  trains  for  long 
periods.  Some  of  the  delegates  from  the  north  wh o  were  appoint¬ 
ed  to  oppose  Mr.  McArthur’s  application  for  increase  in  rates 
at  the  sitting  of  the  Board  in  Edmonton  could  neither  come  by 
rail  nor  telegraph.  One  enterprising  representative  arrived 

19 Canadian  Annual  Review,  1920,  p.  787. 

^Sessional  Papers,  Alberta,  19  20,  §  16. 

^Board  of  Railway  Commissioners,  Canada,  1920,  p.  294. 
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by  air.  These  increasing  delays  now  became  extremely  costly 
to  the  company,  for  it  meant  payment  of  extra  relief  crews. 
Overtime  pay  frequently  doubled  a  worker’s  wages.  A  portion 
of  the  Peace  River  grade  slid  down  the  embankment  and  freight 
and  passengers  had  to  ascend  the  hill  to  Judah  for  rail  ser¬ 
vice.  For  ten  days  trains  failed  to  reach  even  this  point. 
Along  the  main  line  a  mammoth  slide  occurred  on  the  grade  of 
the  Smoky  River  west  of  McLennan.  The  break  started  a  mile 
back  and  the  hill  and  a  mile  of  track  with  piles  and  all, 
slid  into  the  Smoky  valley.  Repair  crews  had  to  await  cess¬ 
ation  of  movement.  Passengers  from  Grande  Prairie,  which  was 
to  receive  no  train  service  until  the  fall,  travelled  north 
to  Peace  River  town  by  car  and  truck  where  they  caught  trains 
for  Edmonton.''  At  this  time  even  Mr .  McArthur  admitted: 

The  railway  is  at  its  wits  end  to  accommodate  new 
settlers  for  this  country.  Trains  leaving  Edmonton 
are  crowded  to  capacity  with  the  best  type  of  settlers. 
Four  or  five  hundred  people  are  packed  on  the  trains 
and  it  is  impossible  with  our  present  equipment  to 
cope  with  the  question  even  of  feeding  them.  If  this 
type  of  immigration  continues,  something  must  be  done 
at  once  to  relieve  the  congestion. 23 

Unable  to  await  the  decision  of  the  Dominion  government, 
the  premier  took  definite  action  before  the  Assembly  prorogued. 
An  act  enabled  the  province  to  borrow  one  million  dollars  to 
re- service  the  line  under  government  management  should  the 

22Peace  River  Record,  1920,  May  14,  21,  June  4,  18,  25. 

23Grande  Prairie  Herald,  1920,  June  29. 
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negotiations  between  Mr.  McArthur  and  the  federal  cabinet 
24 

fail.  ay  this  move  the  premier  finally  committed  his  govern¬ 
ment  to  precise  responsibility  in  case  of  the  complete  financ¬ 
ial  and  physical  collapse  of  the  road.  In  June  Ottawa  con¬ 
clusively  refused  to  include  the  road  in  its  national  system 
because,  during  the  previous  year  of  1919,  difficult  times 
had  caused  it  to  halt  construction  on  the  Hudson’s  Bay  line 
and  it  had  suffered  a  loss  of  $47,000,000  on  the  operation  of 
its  newly  acquired  roads.  The  answer  left  the  premier  to 
implement  his  prepared  course  of  action  of  assuming  control  and 
operation  of  the  road.  For  a  few  weeks  in  June  and  July  of 
1920  he  failed  to  come  to  an  agreement  with  Mr.  McArthur  and 
the  Union  Bank  with  regard  to  priority  of  the  government’s 
securities  over  their  own.  By  July  21,  however,  he  had 
succeeded  in  bringing  the  principal  parties  involved  together 
in  an  agreement  whereby  the  C.P.R.  was  to  be  given  full  control 
and  management  of  the  railway  while  the  province  was  to  lend 
up  to  $2,500,000  for  the  C.P.H.  to  bring  the  road  up  ’’to  a 
reasonable  standard  of  operating  efficiency”.  The  Union  Bank 
and  Mr.  McArthur  agreed  to  permit  the  government  to  take  as 
security  on  the  advance  a  first  mortgage  on  all  E.  D.  &  B.  G. 
property  with  priority  over  all  their  claims.  The  rights  and 

^Statutes  of  Alberta,  10  George  V,  1920,  Chap.  6. 

25Bdmonton  Journal,  1920,  April  7. 
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equities  of  all  parties  were  recognized  but  were  to  be  post¬ 
poned  under  the  agreement.  Revenues  of  the  line  while  under 
C.P.  management  were  to  be  apportioned  as  far  as  they  lasted 
according  to  these  priorities:  to  the  payment  of  working 
expenditure,  to  the  payment  of  interest  on  the  securities  of 
the  road  guaranteed  by  the  province,  to  the  interest  on  the 
sums  advanced  by  this  agreement,  to  the  interest  on  the  debent¬ 
ure  stock  held  by  the  Union  Bank,  to  the  payment  of  remuner¬ 
ation  to  the  C.P.R.  as  managing  company,  and,  lastly  to 
improvement  of  the  road.  The  operators  were  to  provide  on 
reasonable  terms  such  additional  motive  power  and  rolling 
stock  as  necessary.  The  agreement  was  to  last  five  years  and 

could  be  continued  at  that  time  by  common  consent  or  terminated 

26 

by  any  party  with  three  months’  notice. 

The  arrangement  seemed  popular  in  all  quarters.  The 
government  was  gratified  at  being  relieved  of  the  embarrassing 
situation  which  had  developed.  Then,  too,  it  had  avoided 
assuming  operation  of  the  road,  preserved  Mr.  McArthur’s 
equity  in  the  agreement,  freed  itself  from  great  political 
pressure  and  criticism  which  stemmed  from  poor  service,  and 
above  all,  solved  a  problem  which  seriously  threatened  the 
party’s  success  at  the  pending  election.  About  the  agreement 

^Statutes  of  Alberta,  10  George  V,  1920,  Chap.  56. 
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the  Edmonton  Bulletin  commented: 

It  will  be  good  news  to  the  people  of  the  north 
that  the  C.P.H.  is  undertaking  to  operate  the  E.  D. 

&  B.  C.  With  abundant  capital  and  equipment  the 
older  company  will  be  able  to  put  the  road  in  con¬ 
dition.  ...  The  Company  is  financially  interested  in 
exerting  on  behalf  of  northern  development  the  active 
influence  it  has  hitherto  exerted  to  secure  the 
settlement  and  cultivation  of  the  land  along  its 
lines  in  the  southern  part  of  the  province  ...  27 

Because  of  the  likelihood  of  better  service,  the  Conservatives 
were  not  too  critical.  The  part  played  by  their  party  was 
somewhat  ignominious  and  abortive.  Their  criticism  did  prompt 
the  government  to  proceed  more  cautiously  and  wisely.  However, 
their  insistent  effort  to  discredit  the  local  Liberals  by 
attempting  to  sabotage  federal  aid  for  the  road  and  to  agitate 
for  the  extension  of  the  Onoway  branch  failed  to  provide  the 
Grande  Prairie  region  with  the  new  line  and  hindered  the  re¬ 
pair  of  the  old.  Their  paper,  the  Edmonton  Journal,  commented 

There  could  be  no  more  welcome  news  for  the  people 
of  the  north  country  than  that  which  comes  today.  The 
taking  over  of  the  operation  of  the  E.  D.  &  B.  C.  and 
central  Canada  lines  by  the  C.P.R.  assures  effective 
service. 2Q 

The  C.P.H.  undoubtedly  hoped  to  extend  its  operations  north¬ 
ward  and  provide  feeder  lines  for  its  own  system.  Mr.  D.C. 
Coleman,  vice-president  of  the  company,  stated  at  a  dinner 
given  by  the  Edmonton  Board  of  Trade  in  August  that  re-serv- 


27Edmonton  Bulletin,  1920,  July  22,  p.  9. 
^QEdmonton  Journal,  1920,  July  21,  p.  4. 
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icing: 

...  will  be  essayed  with  vigor  and  determination 
and  ...  we  propose  to  be  in  a  position  to  say  in  July, 
1925,  ...  'the  enterprise  was  then  only  a  name  -  if 
not  a  butt  and  a  joke.  We  have  made  it  a  railway. '29 

To  the  public  generally  it  meant  that  good  service  and 
efficient  operation  would  most  likely  result  from  management 
by  a  company  commanding  such  prestige,  capital,  equipment, 
and  technical  knowledge.  Efficient  service  was  necessary  as 
the  economic  life  and  expansion  of  the  north  depended  not 
only  upon  a  road  which  kept  pace  with  development  but  active¬ 
ly  promoted  it. 

In  judging  the  railway  and  its  builder,  a  number  of 
'factors  should  be  considered.  Although  construction  began  in 
the  prosperous  year  of  1912,  conditions  grew  unfavorable  in 
a  few  years.  In  late  1913  an  economic  depression  developed 
which  decreased  traffic  and  restricted  credit  and  loans.  In 
the  following  year  the  First  Great  War  broke  out  and  practic¬ 
ally  shut  off  the  stream  of  immigrants  and  made  capital  even 
more  difficult  to  procure.  The  effect  of  the  conflict,  how¬ 
ever,  gradually  alleviated  the  depression  and  created  new 
problems  for  railway  builders.  Labor  grew  difficult  to  pro¬ 
cure  and  prices  rose.  Bonds,  if  sold  at  all,  went  at  discount 
and  with  high  interest.  Other  railroads  failed,  too,  in  the 


^Edmonton  Bulletin,  1920,  July  29,  p.  11 
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period  that  followed.  Most  notable  of  these  were  the  Canadian 
Northern  and  Grand  Trunk  Pacific  which  were  salvaged  by  the 
federal  government  and  re-organized  as  the  Canadian  National 
Railways.  Then,  too,  railroad  service  of  that  day  is  likely 
to  be  compared  with  that  of  today  on  the  transcontinental 
systems  which  have  had  time,  modern  invention,  and  abundant 
capital  in  their  favor.  In  those  days  a  colonization  road 
into  new  and  wet  country  that  permitted  a  speed  of  twelve 
miles  an  hour  was  considered  to  be  a  reasonably  good  line.  In 
early  years  the  C.P.R.  line  from  Edmonton  to  Calgary  and  the 
Canadian  Northern  from  Edmonton  to  Winnipeg  offered  service 
somewhat  similar  to  that  of  the  E.  D.  &  B.  C.  up  to  1918. 

From  this  time  forward,  however,  deterioration  was  rapid  on 
the  northern  road  because  of  poor  construction  and  inadequate 
maintenance.  Evidence  of  poor  engineering  and  the  use  of 
cheap  and  inferior  materials  reflected  unfavorably  both  upon 
the  reliability  of  the  contractor  and  the  carelessness  of 
provincial  inspection.  Wide  variations  between  amounts  paid 
contractors  and  sub-contractors  could  only  result  in  huge 
profits  to  the  promoter  and  poor  value  to  the  government. 

Since  the  administration  had  offered  guarantees  as  high  as 
$20,000  per  mile  the  least  it  should  have  done  was  to  ensure 
that  the  province  received  a  good  road  for  its  money.  Had 
efficient  inspection  been  maintained,  operation  would  have 
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been  less  costly,  maintenance  cheaper,  the  deplorable  con¬ 
ditions  of  the  late  years  avoided,  traffic  increased,  and  most 
likely  the  interest  on  the  bonds  would  have  been  realized 
through  increased  revenue  and  reduced  operating  costs. 

Railway  construction  which  was  financed  with  the  aid 
of  bonds  guaranteed  by  a  government  was  popular  in  Canada  and 
United  States  for  several  reasons.  Public  pressure  for  rail 
service  and  the  need  of  development  prompted  local  administrat¬ 
ions  to  move  when  private  enterprise  failed  to  build.  The  - 
guarantee  of  bonds  seemed  a  wonderful  and  magical  way  to  finance 
roads.  This  method  caused  no  public  protest  at  the  time  because 
no  taxation  was  involved  nor  was  anything  added  to  the  public 
debt.  The  railroad  company  sold  its  bonds  and  the  money  flowed 
in  to  a  capital  trust  account  from,  which  the  roads  were  readily 
financed  and  thus  quickly  built.  Interest  charges  were  deduct¬ 
ed  from  the  trust  account  until  the  roads  were  on  a  paying 
basis.  Governments  were  protected  by  the  requirement  that 
contractors  present  for  approval  route  plans  and  estimates. 

When  these  were  checked  by  public  engineers  and  the  field  work 
examined  to  see  that  the  estimates  were  correct,  the  provinc¬ 
ial  treasurer  paid  the  contractor  from  the  account.  The  pub¬ 
lic  was  happy  and  the  governments  shone  in  the  glory  of  their 
railway  policies. 

If  this  method  of  construction  was  painless  and  wonder- 
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fill  for  governments,  it  was  a  dream  for  promoters.  Every 
chief  contractor  tirelessly  sought  such  an  arrangement  as  it 
incurred  no  risk.  He  saw  that  the  guaranteed  amount  per  mile 
was  considerably  in  excess  of  the  actual  costs.  To  allay 
suspicion  the  railroad  companies  formed  sham  building  corpor¬ 
ations  which  were  handed  fat  contracts  for  which  there  was  no 
competitive  bidding.  These  contracts  in  turn  were  widely 
advertised  and  awarded  to  the  lowest  bidder.  In  such  a  manner 
the  promoter,  if  he  failed  to  make  much  profit  in  direct  pro¬ 
motion,  was  assured  of  prodigal  returns  another  way.  Then, 
too,  the  sale  of  bonds  rather  than  stocks  left  him  in  full 
ownership  and  control  of  the  road.  Profit  during  construction 
was  practically  guaranteed,  but  should  the  line  fail  under 
operation,  the  promoter  could  slip  out  and  leave  the  road  to 
its  guarantor. 

By  1920  the  evils  of  the  system  had  discredited  it. 

The  choice  of  promoters  left  governments  open  to  bribery  and 
they  became,  for  the  public  good,  too  closely  allied  with  the 
successful  applicants.  Governments  consequently  could  easily 
misdirect  funds,  grant  too  many  concessions,  become  unwilling 
to  criticize,  and  grow  lax  in  inspection.  In  addition  the 
method  was  extremely  wasteful  as  promoters  demanded  as  high 
a  guarantee  as  possible,  provided  as  cheap  a  road  as  inspect¬ 
ion  would  permit,  pocketed  the  difference,  realized  maximum 
operating  revenues  by  minimizing  maintenance,  and  as  soon  as 


-  •  .  ■  ' 


. 

0  .1)-*  ,  ;c!  00/ 100 

-  '.O'  .  :  00,' 

■  •  •  '  7'  •  .  J  6  .  x  .  v  {  oi  tfom 

. 


; 


.  . ‘xeqo 

.  .  x 


•  .  •  o  (  ■ 

i 


7 

t  . : 


. 


116 


cheap  construction  and  low  maintenance  incurred  high  operat¬ 
ing  costs,  chose  receivership.  The  method  produced  poor 
railroads  at  high  costs  to  the  governments  involved.  Private 
enterprise  remained  in  control  while  governments  assumed  the 
risk.  The  system  contained  none  of  the  advantages  of  the  two 
alternatives:  it  lacked  both  the  economy  and  efficiency  of 
private  enterprise  and  the  responsibility  to  public  interest 
of  public  ownership.  In  the  Peace  River  country  specifically, 
it  did  produce  railroads  and  develop  the  country  but  at  enor¬ 
mous  cost  to  the  people  of  the  province. 
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Chapter  11 

RECOVERY  UNDER  CANADIAN  PACIFIC  MANAGEMENT 

(1920-1926) 

The  new  operator,  upon  receiving  control  in  July,  1920, 

began  immediately  to  fulfil  its  own  promises  and  to  maintain 

the  confidence  and  hope  of  the  public.  Re-servicing  crews 

set  to  work  at  difficult  sections  along  the  line,  but  not  all 

of  the  troubles  could  be  cleared  up  immediately.  In  August, 

high  water  in  Lesser  Slave  Lake  washed  out  the  line  for  a  few 

days,  but  repairs  were  soon  made.1  On  September  15th  the 

first  train  since  June  8th  reached  Grande  Prairie  and  service 

on  the  whole  line,  with  regard  to  the  previous  condition  of 

2 

the  road,  was  commendable.  Although  aided  by  a  thirt2/--f  ive 
per  cent  increase  in  rates  by  a  general  order  affecting  all 
Canadian  roads,  the  E.  D.  &  B.  C.  line  showed  a  total  operat¬ 
ing  loss  of  $802 ,000  after  a  million  dollars  of  deferred 
maintenance  was  added  to  costs.  Interest  payments  increased 
this  amount  to  the  huge  net  corporate  loss  of  $1,400,000  for 
the  year  1920.^ 

The  following  year  proved  favorable  for  service  but 
costly  for  maintenance.  Huge  sums  spent  on  reconditioning 

^Peace  River  Record,  1920,  August  18. 

2 Ibid. ,  1920,  September  15. 

^Railway  Statistics  of  Canada,  1920,  December  31,  pp. 

124,  129. 
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the  line  gradually  improved  service.  Passenger  trains  now 

used  the  main  C.P.R.  station  on  109th  Street  and  Jasper 

Avenue,  and  by  November  their  run  from  Edmonton  to  Grande 

Prairie  had  been  reduced  from  394  to  27  hours.4  The  large 

amounts  spent  on  the  railways  drew  heavy  criticism  when 

Premier  Stewart  sought  ratification  of  the  agreement  before 

the  assembly  during  the  spring  session.  By  the  close  of  1920 

the  provincial  debt  had  reached  $41,000,000  and  it  was  about 

5 

to  be  increased  by  $17,000,000  for  1921.  At  no  other  time 
in  its  history  has  the  province  added  even  half  of  this 
amount  to  its  debt  in  one  year.  The  total  amount  of  guaranteed 
railway  bonds  stood  at  $43,000,000  but  fortunately  the  Dominion 
government  soon  assumed  responsibility  for  the  provincial 
guarantees  to  the  Canadian  Northern  and  the  Grand  Trunk 
Pacific  which  reduced  this  figure  to  $17,000,000.  This  sum, 
however,  was  now  almost  a  direct  liability  as  the  E.  D.  &  B.  C. 
and  its  branches  accounted  for  $11,400,000  and  the  A.  &  G.  W. 
supplied  most  of  the  remainder.  In  addition  to  the  large  sums 
for  reconditioning  the  E.  D.  &  B.  C.  the  government  also  was 
obliged  to  re-service  Mr.  McArthur* s  other  road,  the  A.  & 

G.  W.  which  had  failed  in  July,  1920.  To  cover  these  pro¬ 
posed  expenditures  for  maintenance  and  interest  the  govern- 

^File  #  1100.102.1  Department  of  Railways,  Edmonton,  Alberta 

^Sessional  Papers,  Alberta,  1922,  Budget  Speech,  p.  10. 
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merit  asked  a  total  of  $4,750,000.  This  amount  was  particular¬ 
ly  large  and  burdensome  as  the  current  budget  for  the  year 
was  less  than  $13,000,000.  Howrever,  there  seemed  no  alter¬ 
native  if  the  lines  were  to  be  operated.  The  legislature 
passed  the  budget  and  ratified  the  agreements  of  the  previous 
July.  Premier  Stewart  told  the  legislature: 

I  feel  that  we  are  forced  into  huge  expenditures 
and  there  is  no  way  of  holding  back.  I  am  sometimes 
alarmed  at  the  financial  position  we  are  drifting 
into. 7 

Financially  the  C.P.R.  was  not  doing  well.  It  had 

agreed  to  operate  the  road  on  the  strength  of  the  shipments 

during  the  winter  and  spring  of  1919-1920.  In  1921,  as 

prices  began  to  drop  and  there  was  no  hay  crop  to  move  south, 

the  operators  lost  up  to  $30,000  a  month  in  managing  the 
8 

E.  D.  &  B.  C.  Consequently  when  the  opposition  in  the 

9 

assembly  grew  extremely  critical  of  the  retention  of  mountain 
rates  the  government  supported  the  new  operator  and  maintained 
that  the  C.P.R.  was  losing  money,  that  rates  were  a  federal 
matter,  and  that  the  prairie  schedule  did  apply  to  local  pro¬ 
ducts  shipped  out  of -the  north. 

Regardless  of  the  financial  situation,  1921  saw  a 
renewed  effort  to  extend  railways  in  the  Peace  River  country. 

^Sessional  Papers,  Alberta,  1921,  Pt.  I,  Estimates,  p.  34. 
7Edmonton  Journal,  1921,  March  8. 

8Lo c .  c i t . 

9  lb  in.,  iioril  8. 

luTbid.  ,  April  7 ,  8. 
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Petitions  by  individual  farmers  and  by  organizations  west  of 
the  steel  at  Grande  Prairie  and  Peace  River  town  had  reached 
the  government  year  after  year.  The  Liberals  however,  were 
fully  occupied  in  the  more  vital  task  of  salvaging  what  was 
already  built.  The  settlement  of  the  issue  in  July  of  1920 
permitted  the  premier  to  turn  his  attention  to  the  new  matter. 
Although  requests  for  extensions  now  arrived  in  greater  volume, 
there  v/ere  other  reasons  which  prompted  the  government  to  act. 
Farmers  had  been  attracted  to  areas  beyond  the  Peace  not  only 
by  its  favorable  soil  but  also  by  the  promise  of  the  Crossing 
branch  chartered  by  Mr.  McArthur  in  1913.  This  branch  was 
finished  from  McLennan  on  the  main  line  north  to  the  Crossing 
in  1916  but  the  remaining  chartered  portion  of  fifty  miles 
beyond  the  Peace  and  west  to  Waterhole  (Fairview)  remained 
unbuilt.  While  a  special  concession  in  the  form  of  a  loan 
was  given  Mr.  McArthur  to  rush  construction  to  the  river  in 
1915  and  1916,  he  was  permitted  extra  time  on  the  section  to 
the  west.  Both  grading  up  the  hill  on  the  west  side  of  the 
river  in  1917  and  the  completion  of  the  Peace  River  bridge  in 
1918  renewed  the  settlers’  hopes  for  rail  service.  Construct¬ 
ion  into  this  new  territory  beyond  the  river  would  save  long 
hauls  to  the  Crossing  and  also  aid  the  company  by  providing 

1  “^Statutes  of  Alberta,  4  George  Y,  1913,  Chap.  46,  also 
Second  Session,  Chap.  7. 
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a  longer  feeding  line  to  increase  revenue  on  the  main  road. 
Then,  too,  rail  extensions  were  actively  supported  both  by 
the  Conservatives  and  the  United  Farmers.  Consequently,  in 

1921,  $600,000  was  voted  for  the  construction  of  twenty-five 

l  P 

miles  of  road  from  Peace  River  west  to  Berwyn.  ^  The  C.P.R. 
agreed  to  reduce  maintenance  by  $300,000  to  lessen  total  pub¬ 
lic  expenditure.  The  operator  agreed  to  build  the  extension 
and  at  first  asked  that  any  operating  loss  suffered  on  the  new 
portion, be  carried  by  the  government.  The  premier,  however, 
by  agreeing  to  permit  the  C.P.R.  to  rent  its  own  construction 
equipment  and  to  haul  in  all  materials  over  its  own  trans¬ 
continental  system,  had  the  general  operating  procedure  ex- 

13 

tended  to  the  new  portion.  The  close  of  the  year  found  the 
steel  laid  to  the  objective  at  Berwyn. 

It  should  be  noted  that  the  new  method  cf  financing 
construction  did  not  involve  the  guarantee  and  sale  of  rail¬ 
way  bonds.  The  government  raised  by  loan  the  amount  necessary 
and  lent  it  to  the  Canada  Central  Railway  Company  which  was 
managed  by  the  C.P.R.  As  security  the  province  took  a  first 
mortgage  on  the  property  of  the  branch;  thus  the  principal 
and  interest  had  priority  over  all  other  charges.  Payments 
were  made  from  the  loan  upon  receipt  of  progress  certificates 


12Alberta  Statutes,  11  George  V,  1921,  Chap.  64. 
-^Department  of  Railways,  Alberta,  File  jf  H00. 102.1. 
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from  the  chief  engineer  in  charge  of  construction  for  the 

C.P.R. 

Furthermore,  1921  saw  great  political  changes  which 
were  destined  later  to  alter  appreciably  the  history  of  the 
road.  In  July  the  electors  went  to  the  polls  and  repudiated 
the  Liberals  whose  governments  had  sponsored  the  road  since 
its  beginning  in  1912.  Although  the  party’s  railway  policy 
must  have  had  some  unfavorable  influence  on  the  returns,  it 
was  scarcely  the  chief  contributing  cause  for  the  defeat. 

Its  successors,  the  United  Farmers  of  Alberta,  advocated  a 
similar  policy  of  provincial  aid  to  keep  the  lines  in  oper- 
. at  ion  and  also  favored  the  construction  of  extensions.  Be¬ 
cause  service  was  being  restored  at  a  reasonable  rate  under 
the  agreement,  old  criticisms  were  partly  forgotten  by  the 
time  of  the  election  a  year  later.  The  former  government 
was  defeated,  not  by  a  direct  attack  on  any  one  issue,  but 
by  a  new,  young,  and  enthusiastic  party  with  a  strong  and 
effective  political  machine.  The  new  government  was  pledged 
to  support  railway  extension.  At  its  first  session  in  1922 
the  Honorable  Mr.  Greenfield,  the  new  premier,  stated: 

I  have  had  a  sheaf  of  telegrams  from  the  north 
country  centres,  urging  the  government  to  extend  lines 
through  their  country  this  year.  The  government  real¬ 
izes  that  the  only  way  to  get  the  Dunvegan  line  out 
of  a  hole  is  to  supply  it  as  far  as  possible  with 
traffic  feeders. 


-^Edmonton  Journal ,  19 2 2 ,  March  2 3 . 
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Consequently  legislation  was  passed  to  extend  the  Peace  River 
line  thirteen  miles  from  Berwyn  to  Whitelaw  and  the  Grande 

Prairie  branch  line  fifteen  miles  to  Wembley  at  a  total  cost 

15 

of  $385,000. 

The  loan  was  authorized  in  the  face  of  adverse  condit¬ 
ions.  The  fall  in  agricultural  prices,  the  closing  of  the 
United  States  market  to  Alberta  cattle,  and  the  failure  of 
crops  in  the  southern  part  of  the  province  caused  a  provincial 

deficit  of  over  $2,000,000  in  1921.  The  total  provincial 

1 6 

debt  lay  at  $57,000,000  and  the  government  now  proposed  to 

add  to  it  another  $12,000,000  which  included  $1,868,000  for 

the  two  railroads.  This  latter  amount  covered  construction, 

17 

maintenance,  and  interest  on  bonds.  To  balance  the  budget 
of  1922  the  government  reduced  expenses  and  levied  extra  taxes 

on  numerous  items  which  included  gasoline,  coal,  amusements, 

.  .  .18 
and  insurance  companies. 

The  extensions  of  1922  did  not  proceed  as  smoothly  as 
did  the  one  in  1921.  Choice  of  routes  caused  some  discussion 
and  delay.  The  railroad  west  from  Grande  Prairie  could  be 
built  either  north  or  south  of  Saskatoon  Mountain.  The 
gradients  were  the  same  but  the  south  route  was  finally  chosen 

•^Statutes  of  Alberta,  12  George  V,  1922,  Chap.  40,41. 
•^Canadian  Annual  Review,  1922,  p.  815. 

^Sessional  Papers,  Alberta,  1922,  Estimates  p.  36. 
^Department  of  Railways,  Alberta,  Pile  ff  1100.101.1 
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because  it  followed  the  highway  and  because  the  steel  would 
serve  a  richer  and  more  settled  farming  area.  Then  again  the 
northerly  route  would  have  run  through  a  timbered  area  tri¬ 
butary  to  Clairmont  and  would  compete  with  the  existing  line 

19 

north  of  Grande  Prairie.  The  chief  cause  for  the  delay, 
however,  was  the  unsuccessful  attempt  to  get  permission  from 
the  Union  Bank  and  Mr.  McArthur  to  have  the  loan  and  its 
interest  take  priority  over  their  bonds.  Nor  were  they  willing 
for  the  government  both  to  build  and  to  finance  the  extension 
as  it  had  planned.  The  two  parties  were  probably  delaying 
the  extensions  to  force  the  administration  either  to  buy 
out  their  equity  or  to  persuade  the  federal  authorities  to 
pay  a  full  subsidy  on  the  entire  line.  The  bank  asked 
$2,000,000  for  surrender  of  the  stock  and  bonds  which  had  a 
face  value  of  $2,400,000.  Long  terms  were  acceptable.  It 
was  a  full  year  later  before  the  government  gained  permission 
to  build  as  planned. 

In  1923,  the  road  again  proved  a  heavy  provincial 
responsibility.  The  budget  of  1922  failed  to  balance  by 
nearly  two  million  dollars  even  though  savings  had  been 
effected  on  the  reduced  estimates.  The  crop  value  in  Alberta 
had  fallen  from  $204,000,000  in  1920  to  $94,000,000  by  1922. 


•^Department  0f  Railways,  Alberta,  Pile  #  1100.101.1 
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Total  debt  had  climbed  from  fifty-seven  to  sixty-five  million 
dollars  but  the  failure  to  use  the  money  voted  for  construction 
reduced  the  effect  the  railroads  had  upon  its  increase.  The 
budget  for  1923  included  six  million  dollars  for  capital 
borrowings  of  which  one  third  was  to  be  spent  on  railways  for 
interest,  maintenance,  and  construct  ion. Of  this  amount  the 
E.  D.  &  B.  C.  was  to  receive  $1,500,000.  As  in  1922,  the 
government  once  again  reduced  general  expenditures  and  increased 
taxes  to  carry  on  essential  services  of  which  the  road  was  one 
of  the  most  costly. 

However,  loans  to  railways  did  not  affect  materially 
the  current  expenditures  from  year  to  year  because  they  were 
charged  since  1920  to  capital  and  added'  to  the  public  debt. 

The  interest  on  the  public  debt,  nevertheless,  was  paid  out  of 
current  revenue  and  therefore  such  loans  helped  to  increase 
current  expenditure  yearly.  Greater  amounts  paid  in  interest 
led  to  heavier  taxation,  while  the  climbing  public  debt  im¬ 
paired  the  credit  of  the  province. 

In  1923  problems  occurred  in  construction  as  well  as 
in  finance.  The  proposed  extensions  which  were  delayed  in 
1922  were  late  beginning  the  following  year.  Although  the 
Bank  and  Mr.  McArthur  had  dropped  their  objections  by  March 


^Sessional  Papers,  Alberta,  1923,  Estimates  p.  39. 
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of  1923,  the  C.P.R.  did  not  sign  the  agreement  for  the  ex¬ 
tensions  and  their  operation  until  September.  The  government, 
however,  anticipating  the  operator's  consent,  had  advertised 
for  public  tenders  and  in  August  awarded  the  lowest  bidder,  a 
Mr.  J.W.  Mohler  of  Camrose,  the  grading  contract  for  the 
extension  beyond  Grande  Prairie.  In  a  similar  manner  work  was 

started  west  of  Berwyn  in  September.  By  winter,  grading  on 

21 

these  extensions  was  fifty  per  cent  completed*/''  in  addition 
contracts  for  all  ties,  fenceposts  and  telegraph  poles  were 
filled  by  the  end  of  the  year.  The  C.P.R.  signed  the  agree¬ 
ment  on  September  15,  but  the  government  found  that  date  too 

22 

late  to  order  steel  rails  and  fastenings  for  winter  laying. 
Because  of  the  high  cost  of  new  rails,  it  was  decided  to  pur¬ 
chase  used  ones  for  delivery  in  the  spring. 

In  March  of  1924  the  Honorable  R.G.  Reid,  Provincial 
Treasurer,  revealed  that  Alberta's  finances  were  in  a  little 
better  condition.  The  deficit  for  1923  was  but  one-half 
million  dollars  as  compared  to  two  million  dollars  in  each  of 
the  two  previous  years.  But  the  public  debt  had  climbed  to 
$72,000,000  and  its  interest  now  amounted  to  $4,000,000. 

Once  again  the  legislature  voted  nearly  $6,000,000  for  capital 
borrowings  of  which  $1,726,000  was  for  railroads.  J  Although 


^Sessional  Papers,  Alberta,  1923,  Dept,  of  Railways,  p.8. 
^Department  of  Railways,  Alberta,  File  fj  1100.102.1 
^sessional  Papers,  Alberta,  1924,  Estimates  p.  69  -  70 
Budget  speech,  p.  9. 
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the  present  extensions  were  not  yet  finished,  the  administrat¬ 
ion  continued  its  policy  of  financing  new  construction  by 
including  in  this  budget  $256,000  to  extend  the  road  another 
ten  miles  beyond  the  Peace  and  $250,000  for  a  similar  mileage 
south  of  the  river.  4 

Naturally,  first  attention  was  given  to  the  completing 
of  the  construction  previously  voted  two  years  before  in 
1922.  By  September  3rd  grading  was  completed,  and  track  was 
laid  to  Wembley,  and  on  November  17  the  extension  was  turned 
over  to  the  C.P.R.  for  operation.  The  other  construct  ion- 
north  of  the  river  from  Berwyn  to  White law  was  placed  in  ser¬ 
vice  during  December.  Cost  of  the  former  extension  was 

* p  pr 

$25,300  per  mile  while  that  of  the  latter  was  $23,500. 

In  1925,  for  the  first  time  in  a  number  of  years,  no 
auuropr iat ion  was  made  for  maintenance  or  construction  on 
these  lines.  Of  $5,000,000  proposed  for  capital  borrowing, 
$400,000  out  of  a  total  of  $1,500,000  for  railroads  was  set 
aside  for  interest  on  the  road’s  bonds."'0  Although  prices 
on  agricultural  products  were  more  favorable  than  in  the  last 
few  j/ears  and  the  financial  position  of  the  government  was 
somewhat  eased,  the  money  proposed  in  1924  for  the  two  further 


"^'Canadian  Annual  Review,  1924-5,  p.  437. 

^sessional  Parers,  Alberta,  1924,  Dept,  of  Railways  pp •  C- ■  • 
26j£ssToml  Papers,  Alberta,  192  5,  Estimates,  p.  65, 

Budget  Speech,  p.  11. 
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extensions  was  not  destined  to  be  spent  during  the  operation 
of  the  road  by  the  C.P.R.  Perhaps  the  extension  of  twenty- 
two  miles  on  its  Lacombe  and  North-Western  line  was  to  be 
considered  the  limit  that  could  be  spent  on  construction  in 
1925.  Perhaps  it  was  politically  expedient  to  quell  demands 
for  further  roads  in  the  north  by  voting  appropriations  in 
1924  with  no  immediate  intention  of  construction. 

During  the  years  of  operation  and  management  under  the 
C.P.R.  the  question  of  freight  rates  was  of  greater  general 
economic  concern  than  that  of  railway  construction  and  the 
government’s  financial  difficulties.  In  particular,  the 
drastic  drop  in  prices  of  agricultural  products  in  the  first 
few  years  made  the  rate  Issue  an  increasingly  important  one. 
It  has  been  noted  that  in  the  summer  of  1920  Mr.  McArthur 
was  refused  an  extra  fifty  per  cent  on  all  rates  because  a 
general  increase  on  all  Canadian  rates  was  about  to  be  per¬ 
mitted.  Demands  for  higher  wages  and  shorter  hours,  and  the 
growing  burden  of  costs  in  every  phase  of  railway  operation 
warranted  rate  increases.  Directly  involved  with  the  public 
demand  for  rate  decreases  in  the  north  were  the  operating 
costs  of  the  C.P.R.  and  its  endeavour  to  maintain  or  increase 
railway  tariffs.  In  September  of  1920  under  General  Order 

p  n 

#308  the  E.  D.  &  B.  C.  along  with  all  other  Canadian  roads 


^Board  of  Railway  Commissioners,  Canada,  1920,  p.  291. 
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raised  its  rates  to  thirty-five  per  cent  (of  normal)  on  freight. 
The  road  could  not  participate  in  any  passenger  tariff  increase 
because  its  charges  already  stood  at  the  maximum  permitted  of 
four  cents  per  mile.  However,  the  same  general  order  required 
that  at  the  end  of  the  year  these  rates  be  reduced  to  thirty 
per  cent.  As  operator  of  the  E.  D.  &  B.  C.,  the  G.P.R.  asked 
the  Board  of  Railway  Commissioners  for  the  special  concession 
of  maintaining  the  full  thirty-five  per  cent  increase  beyond 
January  1,  1921.  The  company  argued  that  its  total  expenses 
in  September  and  October  of  1920  were  $433,000  as  opposed  to 
$165,000  during  the  same  months  of  1919,  while  its  trans¬ 
portation  revenues  over  the  same  period  fell  from  $211,000 
in  1919  to  $175,000  in  the  following  year.  The  Board  refused 
the  request  and  made  the  five  per  cent  reduction  applicable 
to  the  road  because  the  increase  in  costs  were  almost  entirely 
due  to  increases  in  deferred  maintenance  which  was  not  charg¬ 
eable  to  ordinary  operating  costs.  It  stated  that  a  special 

concession  already  existed  through  retention  of  mountain 

.  ~~  28 
tanfi  s. 

A  year  later  in  December  of  1921 ,  a  further  order  re¬ 
duced  general  freight  rates  by  ten  per  cent;  in  August  of  1922 
various  reductions  on  basic  commodities  became  effective.  In 

28Board  of  Railway  Commissioners,  Canada,  1920,  pp.  437  - 
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the  latter  year  the  Crowsnest  rates  became  effective  in  west¬ 
ern  Canada,  and  at  this  time  the  C.P.R.  voluntarily  made  sub¬ 
stantial  reductions  in  grain  rates  on  the  E.D.  &  B.C.  However 
in  November  of  1923  Grande  Prairie  residents  who  were  at  the 

end  of  the  line  and  therefore  most  affected  by  mountain  rates, 
29 

appealed  to  the  Board  through  local  organizations  for  a  red¬ 
uction  in  through  rates  on  grain  to  Fort  William  and  Vancouver 
and  the  abolition  of  mountain  rates  in  favor  of  the  prairie 
scale.  Their  representatives  stated  that  there  was  unjust 
discrimination  from  the  higher  tariff,  and  the  lower  would 
place  northern  producers  and  merchants  on  as  favorable  a 
basis  as  those  of  other  agricultural  communities  in  western 
Canada.  They  argued  that  the  conditions  which  permitted 
mountain  rates  no  longer  existed,  that  high  rates  retarded 
settlement,  and  that  lower  ones  would  lead  to  increased  traf- 

t 

fic.  The  relating  of  rate  to  cost  is  interesting.  In  the 
fall  of  1920  wheat  averaged  $2.36  a  bushel  at  Fort  William. 

The  farmer,  after  reductions  for  grade  and  handling  and  39.60 
for  freight,  received  $1.88  at  Grande  Prairie.  But  in  1923, 
when  the  price  was  only  950  at  Fort  William  and  freight  29.40 
he  received  as  little  as  58-§-0  at  Grande  Prairie.  Costs  of 
producing  a  bushel  of  wheat  in  1923  were  said  to  be  similar 

^Board  of  Railway  Commissioners,  Canada,  1923-4,  pp .  274 
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to  those  in  1920.  Since  most  emphasis  was  placed,  on  reduct¬ 
ion  of  through  rates  on  grain,  the  C.P.R.  offered  to  reduce 
them.  Grande  Prairie  residents  would  now  pay  440  per  hundred 
pounds  instead  of  490.  The  new  rate  would  reduce  the  cost  to 
140  more  than  what  was  charged  in  1916  before  the  rates  were 
raised.  The  Honorable  Frank  Oliver,  one  of  the  commissioners, 
agreed  that  the  road  needed  a  greater  volume  of  traffic  to 
make  it  financially  sound  and  that  high  freight  rates  made  it 
possible  to  ship  out  only  wheat.  However,  Chief  Commissioner 
Honorable  F.B.  Carvell  K. C .  and  Commissioner  C.  Lawrence  gave 

a  majority  judgment  in  favor  only  of  the  reduction  offered  by 
30 

the  C.P.R. 

The  attitude  taken  by  the  government  in  the  dispute  is 
interesting.  As  guarantor  of  the  road  it  was  responsible  for 
as  good  a  financial  return  as  possible  to  alleviate  the  drain 
on  the  provincial  treasury,  and  yet  political  expediency  sug¬ 
gested  sympathy  with  the  plight  of  the  northern  residents. 

Mr.  John  Callaghan,  Deputy  Minister  of  Railways,  and  Mr.  Ford, 
K. C.  represented  the  government  at  the  hearing  in  Grande 
Prairie  and  supported  the  applicants,  thereby  pledging  the 
administration  to  the  policy  of  lower  rates  in  opposition  to 
the  operators  of  the  road.  The  good  faith  of  the  cabinet 
was  attested  in  its  declaration  of  prairie  rates  for  the 

^Board  of  Railway  Commissioners,  Canada,  1923  -  4,  pp. 

274  -  290. 
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Alberta  and  Great  Waterways’  line.  This  move  left  the  E.  D.  & 
B.  G.  the  only  road  in  the  province  on  the  mountain  scale. 

The  operator’s  opposition  to  reduced  rates  suggests 
that  a  survey  of  operational  costs  on  the  E.  D.  &  B.  C.  under 
Canadian  Pacific  management  might  be  relevant  here.  Since 
figures  on  operating  profit  or  loss  do  not  include  rental 
costs,  which  were  quite  high,  but  do  include  deferred  mainten¬ 
ance,  the  operating  welfare  of  the  line  might  be  better  deter¬ 
mined  by  taking  the  net  corporate  loss  of  the  line  and  its 
branches  and  deducting  all  interest  and  maintenance  charges. 
The  resultant  figure  would  then  include  rental  costs  and  ex¬ 
clude  deferred  maintenance  expenses  which  involved  enormous 
sums  contributed  by  the  government  for  reconditioning.  On 
this  basis  in  1919,  the  last  full  year  of  management  by 
Mr.  J.D.  McArthur,  the  roads  showed  an  operational  profit  of 
$475,000.  That  was  his  best  year  when  hay,  grain  and  cattle 
shipments  were  at  their  peak  and  service  was  at  its  lowest  to 
provide  most  favorable  conditions  for  operating  profits.  It 
must  be  remembered,  of  course,  that  such  profits  were  wiped 
out  and  large  losses  resulted  when  maintenance  and  interest 
charges  were  totalled  against  them.  On  a  similar  basis,  the 
first  complete  year  under  Canadian  Pacific  management  in  1921 

^Railway  Statistics  of  Canada,  1919,  pp.  113,  127 
(Statistics  combined  from  Central  Canada  Railway  and  E.  D.  & 

B.  C.  ) 
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netted  an  operational  profit  of  $133,935.""  High  rentals  to 

increase  service  did  much  to  reduce  the  amount  to  this  figure. 

33 

For  the  years  1922  to  1925  the  figures  were  $360,000,'" 

34  rz  tr  7/. 

$310,000,  $431,000/  and  $302, 000° J  respectively.  The 

C.P.R.  did  not  realize  these  figures  as  profits  for  a  portion 
was  spent  on  the  road  for  current  maintenance  and  the  remainder 
was  distributed  according  to  the  clauses  in  the  operating 
agreement  of  1920  which  gave  priority  to  -working  expenditure 
and  interest  on  loans  and  bonds.  In  no  instance  did  it  reach 
as  far  as  payment  to  the  C.P.R.  for  management  remuneration. 

No  doubt  the  manager  sought  to  hold  freight  rates  high  on  the 
road  to  hold  operational  profit  near  the  above  figures  to  pre¬ 
vent  the  possibility  of  an  actual  working  loss. 


•^Railway  Statistics  of  Canada,  1921, 
33lbid . ,  1922,  pp.  102,113. 

34ibTd. ,  1923,  pp.  98,  109. 

55ibid.  ,  1924,  pp.  90,  100. 

56Ibid .  ,  19  25,  pp.  100,  111. 
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Chapter  12 
GROWING  DISCORD 

The  government's  decision  to  stop  construction  and  to 
press  for  lower  rates  probably  stemmed  from  a  deeper  root  than 
seemed  apparent.  Soon  after  the  new  party  took  office  in  1921 
there  arose  a  serious  dispute  between  the  government  and 
operator  which  affected  the  history  of  the  road  and  the  country 
generally.  As  early  as  November  of  1921  Mr.  John  Callaghan, 
Deputy  Minister  of  Railways,  informed  the  Honorable  V.W.  Smith, 
the  Minister,  that  he  was  suspicious  of  the  C.P.R.  in  its 
operation  of  the  E.  D.  &  B.  C.  He  charged1  that  the  former 
government  had  hastily  handed  over  the  operation  of  the  road 
to  draw  public  favor  for  election  purposes  and  that  the  C.P.R. 
had  refused  to  operate  the  A.  &  G.  W.  because  it  considered  it 
would  get  all  its  freight  anyway.  Furthermore,  he  continued 
that  the  operator  was  misusing  the  deferred  maintenance  fund 
to  the  advantage  of  its  own  company  and  to  the  disadvantage 
of  the  E.  D.  &  B.  C.  and  the  provincial  treasury.  As  examples 
he  stated  that  staff  wages  were  charged  to  reconditioning 
costs  when  staff  was  really  on  operation  and  current  mainten¬ 
ance,  and  therefore  should  have  been  charged  to  working  expend- 

1  Department  of  Railways,  Alberta,  File  jj  1100 .150 .1, (1921 , 
November  14}. 
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iture;  that  all  ties  were  charged  to  the  fund  and  none  to 
current  maintenance;  that  the  C.P.R.  had  increased  staff  on 
the  E.  D.  &  B.  C.  unnecessarily;  and  that  it  was  storing  its 
cars  on  the  line  and  collecting  rentals  for  them.  No  pro¬ 
test  seems  to  have  been  made  to  the  larger  company  at  this 
time. 

A  year  later  a  further  instance  seems  to  have  confirmed 

the  government  in  its  suspicion.  In  November  of  1922  Mr.  D.C. 

Coleman,  vice-president  of  the  C.P.R.  and  president  of  the 

2 

E.  D.  &  B.  C.,  wrote  the  Minister  of  Railways  that  the 
$2,500,000  loaned  the  road  for  deferred  maintenance  was  ex¬ 
hausted  and  that  more  ballasting  was  needed.  The  management 
had  found  that  the  northern  spruce  used  in  the  bridges  had 
lasted  only  five  years  instead  of  ten  as  was  earlier  expected 
and  that  much  money  intended  for  ballasting  had  to  be  divert¬ 
ed  for  bridge  replacements.  He  also  reported  that  many  rails 
were  so  badly  kinked  that  they  could  not  be  straightened  and 
were  exchanged  for  good  rails  from  the  sidings.  He  asked  for 
an  additional  $211,000  in  capital  expenditure  for  improvement 

3 

in  1923.  Apparently  this  request  of  further  money  for 
deferred  maintenance  came  as  a  surprise  to  the  government 
because  it  had  already  loaned  the  road  the  $2,500,000  for  that 

^Department  of  Railways,  Alberta,  File  #  1100.101.1 
5Loc .  cit. 


136 


purpose.  The  administration  had  taken  for  granted  that  the 
large  amount  would  he  enough  and  the  province  was  hard  pressed 
as  it  was  to  provide  the  amount.  This  additional  request, 
coming  as  it  did  at  a  time  of  reduced  prices,  low  government 
revenue,  and  heavy  commitments  for  relief  to  southern  Alberta 
seems  to  have  alarmed  the  Department  of  Railways  and  increased 
its  mistrust.  However,  there  is  no  evidence  of  any  criticism 
being  made  public  or  of  correspondence  with  the  operator,  and 
the  resentment  remained  confidential  until  the  deputy  min¬ 
ister’s  report  on  railways  for  1922  was  submitted  at  the 
session  of  the  legislature  in  February  of  1923. 

Mr.  Callaghan’s  statement4  was  a  scathing  criticism  of 
the  operator  and  seemed  a  climax  to  a  seething  period  of  ill- 
will  and  suspicion  that  had  been  growing  for  some  time.  It 
was,  generally,  a  strong  indictment  of  the  C.P.R.  for  injud¬ 
icious  use  of  deferred  maintenance  funds  and  for  increasing 
operating  costs  on  the  road  in  order  to  increase  profits  on 
its  own  lines.  The  deputy  wrote  that,  by  agreement,  the 
C.P.R.  promised  to  use  the  sum  not  in  excess  of  |2, 500, 000  to 
eliminate  deferred  maintenance  and  bring  the  lines  up  to  a 
’’reasonable  standard  of  operating  efficiency".  The  operator 
had  exhausted  the  loan  wrhich  amounted  to  $5 ,.470  per  mile  and 


Sessional  Papers,  Alberta,  1923,  Dept,  of  Railways  pp.5-10. 
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had  not  brought  the  road  to  a  state  of  repair  for  efficient 
operation.  In  support  of  his  assertion  he  stated  that  since 
1920  the  C.P.R. ,  according  to  its  own  reports  submitted  to 
the  Department,  had  renewed  only  one-third  of  the  ties.  Two- 
thirds  of  the  old  original  ones  laid  by  Mr.  McArthur  seven  to 
ten  years  ago  still  remained  although  the  life  of  native  tim¬ 
ber  was  only  five  to  seven  years.  Concerning  ballast,  only 
600  cubic  yards  per  mile  had  been  distributed.  This  was  in¬ 
sufficient.  With  regard  to  increasing  costs  of  operation  on 
the  E.  D.  oc  B.  C.  to  benefit  its  own  lines,  Mr.  Callaghan 
reported  that  $140,000  of  deferred  maintenance  funds  had  been 
spent  on  coal  purchased  in  southern  Alberta  and  shipped  over 
C.P.  lines,  in  some  cases  over  364  miles,  to  the  Peace  River 
area.  Had  this  coal  been  purchased  locally  and  used  as  well 
on  ordinary  railway  operation ,  a  saving  of  $1.01  to  $2.10 
per  ton  would  have  been  effected  which  would  have  reduced 
costs  a  total  of  $54,000  on  this  one  item  of  fuel  alone. 
Amounts  charged  for  repairs  and  rental  of  equipment  brought 
from  the  operator's  own  line  and  used  on  the  maintenance  work 
were  also  claimed  to  be  excessive.  These  totalled  $480,000 
and  represented  forty-six  per  cent  of  the  total  cost  of  the 

work  done  by  that  equipment. 

A  further  criticism5  of  uneconomical  operation  was 


^Sessional  Papers,  Alberta,  1923,  Dept,  of  Railways  pp . 5-10. 
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made.  The  deputy  stated  that  operational  efficiency  is 
measured  by  the  ratio  of  expense  to  revenue  and  that  the  rul¬ 
ing  gradient  of  a  line  largely  determines  expenses.  Lines 
with  greatest  revenue  and  the  lowest  ruling  gradient  would 
reveal  the  lowest  ratio  and  therefore  the  greatest  economy 
in  operation.  With  a  table  of  statistics  he  showed  that  the 
L.  D.  LB.  C.  had  an  average  of  three  times  the  revenue  and 
only  one-half  the  ruling  gradient  of  the  two  government - 
operated  lines,  the  A.  &  G.  W.  and  the  Lacombe  and  North- 
Western.  The  lower  gradient  alone  would  permit  the  movement 
of  traffic  on  the  E.  D.  &  B.  C.  with  only  fifty-nine  per  cent 
of  the  trains  required  on  the  two  other  lines  to  handle  the 
same  volume  of  traffic,  yet  the  expenses  on  the  E.  D.  &  B.  C. 
were  so  high  that  its  expense-to-revenue  ratio  was  only  3.7 
per  cent  lower. 

g 

An  indirect  criticism  of  the  operator  was  made  with 
reference  to  the  cost  of  the  extension  built  by  the  C.P.R.  and 
financed  by  the  government  from  Peace  River  to  Berwyn  in  1921. 
For  every  item  mentioned  in  the  table  presented,  the  cost 
exceeded  that  of  the  same  item  on  the  Lacombe  and  North- 
Western  extension  which  the  government  had  built.  A  represent¬ 
ative  sample  might  be  the  movement  of  earth,  which  cost  the 

^Sessional  Papers,  Alberta,  1923,  Dept,  of  Railways ,pp . 5-10. 
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government  twenty-seven  cents  a  cubic  yard  under  Canadian 
Pacific  supervision,  and  only  eighteen  cents  on  the  L.  &  N.  W. 
under  its  own.  Mr.  Callaghan  stated  that  conditions  were,  if 
anything,  in  favor  of  the  northern  extension  where  cost  per 
mile  was  revealed  to  be  $33,000  as  opposed  to  $19,500  on  the 
other. 

In  the  same  report  the  deputy-minister  censured  the 

previous  government  on  two  points.  Before  leaving  office  in 

1921  it  allowed,  by  agreement,  a  payment  of  ten  per  cent  of 

the  cost  of  the  construction  of  the  extension  to  the  C.P.R. 

for  "supervision".  This  amount,  which  exceeded  $65,000, 

Mr.  Callaghan  claimed  to  be  superfluous  as  cost  of  actual 

supervision  was  already  covered  in  another  expense  item.  The 

second  point  was  the  absence  of  a  supervisor  appointed  by  the 

government  to  inspect  work  done  on  deferred  maintenance.  This 

inspector  could  also  have  scrutinized  all  expenditure  made 

by  the  manager  out  of  the  fund  and  checked  on  economies  such 

7 

as  in  purchase  of  fuel  and  rent  of  equipment. 

The  report  did  not  become  the  sensation  of  the  session 

Q 

until  Mr.  Coleman  answered  the  accusations  by  letter  to  the 
premier  and  sent  a  copy  to  the  press.  The  vice-president 
expressed  regret  and  surprise  that  he  had  to  read  in  the  news- 

7 

Loc.  cit. 

^Sessional  Papers,  Alberta,  1926,  Pt.  3,  Paper  ff  58, 
pp.  83  -  86. 
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paper  the  first  suggestion  of  such  criticism.  With  regard 
to  inspection,  he  affirmed  that  the  agreement  made  no  pro¬ 
vision  for  direct  supervision  but  there  was  some  inspection 
by  the  government  until  Mr.  Callaghan  took  office.  As  to  the 
other  charges,  he  stated  that  many  ties  had  already  been  re¬ 
newed  in  1919  and  19  20,  while  the  C.P.R.  paid  for  the  tie 
renewals  in  1922  out  of  its  own  operating  earnings  and  not 
from  deferred  maintenance  funds.  Mr.  Coleman  admitted  that 
ballasting  was  insufficient  and  that  he  had  written  the  rail¬ 
way  minister  to  that  effect  giving  the  reason  and  asking  for 
a  further  sum  for  maintenance.  With  regard  to  coal,  he  replied 
that  his  road  gave  the  E.  D.  &  B.  C.  full  advantage  of  his 
company’s  low  contract  purchase  and  hauling  rates  and  that  a 
check  of  all  other  mines  supplying  coal  to  railways  in  Alberta 
together  with  freight  charges  to  the  north  had  revealed  no 
lower  costs  possible.  Because  Mr.  McArthur  had  lacked  equip¬ 
ment  for  operating,  not  to  speak  of  re-conditioning,  rental 
costs  would  have  to  be  high.  Had  the  C.P.R.  not  rented  its 
equipment  at  seventy-five  per  cent  of  the  normal  rate  and 
had  it  not  kept  some  equipment  in  Strathcona  free  of  rental 
charge  in  case  it  might  be  needed,  the  amounts  for  rental 
would  have  been  even  greater.  Repair  costs  were  high  because 
of  the  poor  condition  of  all  rolling  stock  in  1920.  To  the 
charge  of  excessive  cost  of  construction  west  of  Peace  River 


- 

■  V  ,.  . 

j 

■ 

*  ...  u  . 

. 

* 

....  .  .  . .  .  •  .  r' 


.  ......  .  i  '■  1  ,  O'ii 

■  ■ 

» 


' 


1 


* 


;  ■  ..  o  ■  1  'il  ,  ::: 


.  . 

.  '  . 


•  .'.  ;  . 


• 

. 

i. 

141 


he  wrote: 

...any  man  of  practical  knowledge  would  understand 
at  once  that  to  grade  and  construct  a  line  out  of  the 
valley  of  the  Peace  River  would  necessarily  be  much 
more  expensive  than  to  grade  and .construct  a  line  on 

the  bald  prairie.9 

Of  the  ten  per  cent  supervisory  charge,  Mr.  Coleman  replied 
that  it  was  levied  by  all  railway  companies  and  the  construct¬ 
ion  received  the  full  benefits  of  the  supervisory,  purchasing, 
and  accounting  departments  of  not  only  the  E.  D.  &  B.  C.  but 
of  the  C.P.R.  Concerning  general  operating  efficiency,  he 
said  that  comparisons  of  expense- to-revenue  ratios  were  futile 
because  they  did  not  take  into  consideration  the  varying  sizes 
of  communities  and  the  amount  of  minimum  service  each  required 
The  ruling  gradient  of  the  E.  D.  &  B.  C.  which  Mr.  Callaghan 
quoted  was  grossly  misrepresented  as  the  road  had  large  grad¬ 
ients  out  of  the  valleys  of  the  Peace  and  Smoky.  In  closing, 
Mr.  Coleman  injected  a  personal  note: 

We  must  say  that  we  do  not  regard  the  official  in 
question  as  qualified  either  by  knowledge  or  exper¬ 
ience  to  pass  an  armchair  judgment  on  the  operation 
of  any  line  controlled  or  operated  by  the  Canadian 
Pacific  Railway. 1° 

The  reply  seems  to  have  surprised  the  government,  for 
when  questioned  by  the  opposition  Premier  Greenfield  embarrass 
ingly  made  what  was  almost  a  public  apology  and  disavowed  any 


9Loc  .  cit . 
!Oloc.  cit. 
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minister’s  responsibility  in  connection  with  the  report.  He 
stated  that  no  intention  was  meant  to  question  the  good  faith 
of  the  C.P.R. ,  and  that  an  inquiry  in  co-operation  with  the 
operator  would  follow.11  The  opposition  asked  for  the  resign¬ 
ation  of  the  Honorable  Vernon  Smith,  Minister  of  Railways,  and 

of  his  Deputy  Minister,  Mr.  Callaghan,  and  charged  the  former 

12 

with  irresponsibility  and  the  latter  with  personal  enmity. 

The  Minister  stated  that  it  was  a  technical  report,  which, 
though  the  wording  was  unfortunate,  he  had  allowed  to  be 

tabled.  No  personal  motive  or  intent  to  imply  dishonesty  was 

13 

involved.  Gradually  tempers  cooled;  the  inquiry  was  con¬ 
veniently  forgotten,  and  the  controversy  passed  out  of  the 
headlines . 

The  charge  of  irresponsibility  seems  well  substantiated. 
Had  there  been  no  intent  to  imply  lack  of  efficiency  then  fig¬ 
ures  should  have  simply  been  stated  with  no  comment  or  comp¬ 
arison.  Had  the  report  meant  to  imply  inneff iciency ,  then  the 
government  should  have  been  prepared  to  prove  it  and  then  move 
to  safeguard  public  funds  voted  for  these  expenditures.  Nor 
should  the  C.P.R.  have  been  first  advised  of  criticism  through 
the  press.  Only  inattentiveness  on  the  part  of  the  Minister 
of  Railways  could  have  allowed  the  report  to  be  tabled  in 
that  form. 


^Edmonton  Journal,  1923,  March  31. 
l§Loc .  cit . 
l,;Loc  .  cit . 
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Mr.  Coleman’s  reply,  however,  does  not  seem  to  be 
entirely  satisfactory.  His  statement  that  there  was  inspect¬ 
ion  under  the  Liberal  government  which  was  discontinued  after 
Mr.  Callaghan  took  office  does  not  appear  to  be  correct. 

Mr.  J.B.  Prest,  office  engineer  in  the  Department  of  Railways 
both  before  and  after  the  change  in  government,  made  only  one 
trip  under  the  old  administration  in  October  of  1920  and  then 
only  in  a  passenger  car  on  regular  schedule. He  states^5 
that  throughout  the  re-conditioning  period  shortage  in  staff 
and  the  press  of  work  involved  in  the  management  of  the  A.  & 
G.  W.  and  the  La  combe  and  North-Western  kept  him  on  his  regu¬ 
lar  duties  in  the  office.  It  seems  strange  that  the  former 
government  did  not,  after  having  so  much  trouble  arise  from 
the  lack  of  inspection  during  the  construction  of  the  road, 
appoint  a  regular  supervisor  with  duties  similar  to  those 
Mr.  Callaghan  suggested.  However,  the  new  government  seems 
partly  at  fault,  too,  because  much  of  the  fund  still  remained 
to  be  spent  when  it  assumed  office,  and  the  C.P.R.  would  be 
unlikely  to  refuse  to  set  up  a  proper  inspection  program  at 
any  time. 

On  other  points  Mr.  Coleman’s  reply  fails  to  meet 

14Sessional  Papers,  Alberta,  1926,  Pt.  3,  Paper  #  58. 

-*-^Field  notes.  Interview  with  Mr.  J.B.  Prest,  Technical 
Assistant  Town  Planning,  (1953)  Government  of  Alberta. 
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completely  the  deputy’s  charges.  Tie  renewals  in  1919  and 
1920  could  not  possibly  have  had  the  significance  that  the 

vice-president  claimed  -  that  is,  of  taking  care  of  the  remain- 

1  0 

ing  two-thirds  of  the  rotting  ties.  The  $166,000  spent  in 

1919  and  1920  should  have  bought  ap nroximately  184,000  ties 

at  the  prevailing  price  of  ninety  cents.  This  number  is  but 

17 

1.3  per  cent  of  the  total  ties  in  the  road.  Then  again, 
tie  costs  in  1922,  which  Mr.  Coleman  states  were  paid  out 
of  earnings,  amounted  to  $67,000.  The  number  this  amount 
could  have  purchased  represents  but  .005  per  cent  of  total 
renewal.  These  figures  support  Mr.  Callaghan's  statement  that 
two- thirds  of  the  old  ties  remained  in  the  bed,  while  Mr. 
Coleman’s  mention  only  of  the  1922  tie  replacements  as  coming 
from  current  maintenance  suggests  that  this  was  the  only  cur¬ 
rent  maintenance  the  C.P.R.  carried  out  and  that  the  fund 
was  in  truth,  being  used  for  such  work  when  the  money  should 
have  been  paid  out  of  current  revenue.  In  this  manner  the 
danger  of  operational  losses  was  probably  minimized  and  enough 
profit  assured  to  permit  the  payment  of  large  rental  dues  to 
the  C.P.R. 

The  vice-president’s  answer  to  the  criticism  of  excess- 

1  ^Railway  Statistics  of_  Canada  ,  1919,  p .  78 ,  19  20,  p . 80 . 

17 Total  mileage  462  miles  at  approximately  3000  ties  per 

mile. 

1 ^Railway  Statistics  of  Canada  ,  1922,  p .  75. 
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ive  fuel  costs  seems  tenable  for  the  C.P.R.  might  be  able 
to  buy  coal  more  reasonably  than  the  E.  D.  &  B.  C.,  but  no 
doubt  the  operator  was  shrewd  enough  to  buy  as  cheaply  as 
possible  along  its  own  lines  and  apply  sufficient  freight 
charges  to  bring  the  price  of  coal  up  to,  if  not  to  a  point 
in  excess  of  the  delivered  price  of  the  fuel  from  beyond 
Edson  on  the  C.N.R. 

Since  Mr.  McArthur  lacked  rolling  stock  for  operating, 
not  to  mention  re-conditioning,  and  since  the  agreement  allow¬ 
ed  no  part  of  the  fund  to  be  spent  to  purchase  equipment,  the 
rentals  as  Mr.  Coleman  pointed  out,  would  be  high.  However, 
since  total  rental  costs  approximated  the  purchase  price  of 
the  equipment,  it  may  have  been  the  proper  but  perhaps  not  a 
business-like  procedure  for  the  C.P.R. ,  when  it  realized  how 
extensive  the  rents  might  be,  to  have  suggested  to  the  govern¬ 
ment  a  change  in  the  agreement  -which  would  permit  purchase  for 
the  sake  of  greater  economy  in  the  use  of  provincial  funds. 

With  regard  to  the  other  charges  the  vice-president’s 
reply  seems  not  too  sound.  It  is  true  that  "any  man  of  prac¬ 
tical  knowledge"  would  know  that  construction  of  a  railroad 
out  of  the  Peace  River  valley  would  be  more  costly  than  one 
on  "bald  prairie".  It  was  wrong  of  Mr.  Callaghan  not  to  have 
mentioned  this  difficulty  and  to  have  stated  that  conditions 
■were  similar.  However,  the  point  is,  how  much  extra  should 
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the  more  difficult  portion  cost?  The  excess  expenditure 
amounted  to  $13,734  per  mile  for  23.6  miles.  Terrain  beyond 
the  hill  is  much  the  same  as  at  Hoadley  on  the  L.  &  N.  W.  and 
the  question  is  whether  the  miles  of  grade  out  of  the  valley 
would  cost  $324,000  above  that  of  normal  grading.  Proof  that 
grading  charges  were  excessive  are  not  possible  as  the  records 
of  the  amount  of  earth  moved  and  other  data  were  burned  in  a 
fire  in  a  railway  depot,  and  the  government  years  later  des¬ 
troyed  some  of  its  files  to  make  extra  filing  room.  Neverthe¬ 
less,  unit  costs  of  work  done,  such  as  fencing,  which  would 

scarcely  be  affected  by  gradients,  still  exceeded  considerably 

19 

those  at  Hoadley.  With  regard  to  the  "ruling  gradient"  of 
which  Mr.  Callaghan  spoke  he  was  referring  to  the  average 
gradient  over  the  line  and  knew  that  the  particular  gradients 
at  the  Peace  and  Smoky  exceeded  that  of  .5 $  which  he  quoted. 
Mr.  Coleman’s  charge  of  "gross  misrepresentation"  appears 
much  exaggerated. 

The  personal  note  questioning  the  deputy’s  knowledge 
and  experience  seems  not  well  founded,  either.  Mr.  Callaghan 
had  thirty  years  of  railway  experience  on  location,  construct¬ 
ion,  operation,  and  management.00  His  earlier  experience  in 
location  and  construction  was  with  roads  in  Washington  state, 


"^Sessional  Papers,  Alberta,  19  22,  Railways,  pp.  12  -  13. 
20dreene,  "Who’s  Who  in  Canada",  1934-5,  p.  57  -  58. 
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on  the  C.P.R.  in  British  Columbia,  in  Ontario  and  Manitoba, 
on  the  Great  Northern  in  southern  British  Columbia,  and  on 
the  Grand  Trunk  Pacific.  From  1905  to  1909  he  was  in  charge 
of  location  and  construction  with  the  C.P.R.  itself  on  its 
western  lines.  In  1910  he  was  in  charge  of  contracts  let  by 
the  C.P.R.  and  C.N.R.  to  Foley,  Welch,  &  Stewart,  and  in  1911 
he  superintended  the  location  and  construction  work  of  the 
G.T.P.  from  Edmonton  to  Fort  George.  For  six  years  he  was 
chief  engineer  of  the  Pacific  and  Great  Eastern  Railway,  and 
then  became  superintendent  of  Stewart  and  Welch,  railway  con¬ 
tractors.  In  1921  he  became  Deputy-Minister  of  Railways, 
and  General  Manager  of  the  A.  &  G.  W.  and  the  L.  &  N.  W. 

Such  experience  would  suggest  that  he  was  extremely  well 

qualified  and  should  be  familiar  with  all  phases  of  railway 

21 

business  and  of  construction  in  particular. 

Probably  the  C.P.R.  did  offer  some  concessions  to  the 
E.  D.  oc  B.  C. ,  but  they  could  scarcely  be  as  generous  as  Mr. 
Coleman  suggested.  There  seems  considerable  truth  in 
Mr.  Callaghan’s  accusations;  but  it  was  shrewdness  rather 
than  dishonesty  which  guided  the  larger  company.  Since  pro¬ 
fit  from  operation  was  not  great  enough  to  pay  off  the  annual 
interest  and  leave  an  excess  for  management  services,  it 

^Furthermore ,  in  1929  the  C.P.R.  expressed  its  confidence 
in  Mr.  Callaghan  by  appointing  him  general  manager  of  the  road 
under  joint  C.P.  and  C.N.  ownership. 
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appears  that  the  operators  used  the  road  to  increase  the 
profits  on  their  own  lines  in  as  many  ways  as  possible.  That 
the  C.P.R.  was  not  too  displeased  with  the  operating  arrange¬ 
ment  is  suggested  by  the  fact  that  it  was  willing  to  continue 
the  agreement  for  another  year  in  1925,  and,  of  the  two  par¬ 
ties,  it  was  the  government  which  gave  notice  of  termination 
in  1926.  Mr.  Callaghan,  of  a  nationality  that  loves  a  good 
fight,  no  doubt  wishing  to  place  his  own  roads  in  as  favor¬ 
able  light  as  possible  and  seeing  public  money  unwisely 
spent,  was  prompted  to  exaggerate  his  statements;  Mr.  Coleman, 
in  his  reply,  was  equally  guilty  of  the  same  indiscretion. 

However,  the  presence  of  criticism  between  government 
and  operator  was  a  favorable  omen.  The  unholy  alliance  which 
existed  between  the  Liberal  administrations  and  Mr.  McArthur 
was  not  conducive  to  honest  relationships  and  effective  operat 
ing  efficiency.  Politics  became  so  intricatelj/  involved  in 
railroad  construction  and  operation  that  the  governments  be¬ 
came  helpless  to  criticize,  prone  to  offer  concessions,  reluct 
ant  to  give  relevant  information,  and  over-zealous  to  protect 
the  promoter-operator.  That  the  new  administration  now  per¬ 
mitted,  though  unintentionally  at  first,  a  criticism  of  the 
management  was  a  sign  that  the  guarantor  was  no  longer  tied 
to  the  embarrassing  position  of  blindly  supporting  the  operat¬ 
or.  It  gave  promise  of  a  much  healthier  situation  that  should 
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lead  to  the  greatest  economy  and  highest  public  confidence. 

After  the  session  of  1923  the  ill-feeling  aroused  by 

this  altercation  increased  but  continued  privately  between 

the  two  parties.  The  mistrust  spread  to  other  members  of 

the  cabinet  and  considerably  influenced  its  policy  towards 

the  E.  D.  &  B.  C.  The  full  amount  requested  for  additional 

re-conditioning  was  not  considered  but  as  more  servicing  was 

necessary  and  the  previous  fund  exhausted,  the  legislature 
22 

voted  $120,000  before  it  prorogued.  However,  a  growing 
lack  of  confidence  in  the  operator  perhaps  induced  the  cabinet 
to  withhold  the  appropriation;  it  was  never  made  available  to 
the  C.P.B. 

In  order  to  satisfy  itself  as  to  the  condition  of  the 
line,  the  administration  chose  a  disinterested  party,  Mr.  C.E. 
Cartwright,  M.E.I.C.,  and  Mr.  J.H.  Kennedy,  C.E. ,  prominent 
railroad  engineers  from  Vancouver,  to  inspect  and  report  on 
the  road.'"  Accompanied  by  the  operator’s  maintenance 
engineer,  they  travelled  over  the  total  mileage  in  the  C.P.R.’s 
Packard  car  which  was  equipped  with  track  wheels.  Another 
trip  was  made  by  passenger  train  to  determine  the  behaviour  of 
the  road  under  actual  traffic.  The  track  was  inspected  at 
five-mile  intervals  and  averages  taken  to  arrive  at  estimates. 


22Statutes  of  Alberta,  13  George  V,  1923,  Chap.  5,  Sec.  45. 
^Sessional  Papers,  Alberta,  1926,  Pr.  3,  Special  Paper 
#  58,  p.  87. 


... 

'  *  ;  . 

'  ’  ■  ■  *  •  •  t 


,«  * 


I 


. 


:  $  ! .  A 


150 


The  report  was  submitted  in  August,  1923.  The  engineers 
stated  that  340,000  ties  needed  immediate  replacement  while 
ballast  was  deficient  in  many  specified  places.  Numerous 
defective  ties  had  caused  low  joints  and  badly  kinked  rails, 
while  loose  bolts  in  rail  joints  occurred  in  certain  sections. 
Fifteen  specific  embankments  were  too  low  to  provide  efficient 
drainage,  and  although  bridges  and  culverts  were  in  good  con¬ 
dition,  many  steel  bridges  and  wa ter- tanks  needed  painting. 
They  also  reported  that  more  economy  in  re-conditioning 
expenditures  could  have  been  made,  particularly  in  rent  of 
equipment  charged  for  ballasting,  in  the  use  of  local  tamarac 
instead  of  Douglas  fir  from  B.C.  which  was  shipped  in  over 
C.P.  lines,  and  in  the  use  of  coal  from  the  Edson  district 
instead  of  from  the  Crowsnest  Pass  region.  It  was  also 
charged  that  an  unfair  division  of  lumber  rates  on  through 
traffic  allotted  a  low  return  to  the  E.  D.  &  B.  C.  and  an 
unusually  high  one  to  the  C.P.B.  lines  which  benefited  the 
latter  at  the  expense  of  the  former.  Of  general  conditions 
the  report  reads: 

We  find  that  the  railroad  properties  have  not  been 
brought  up  to  reasonable  standard  of  operating  effic¬ 
iency  as  intended  by  the  agreement,  and  the  present 
state  of  the  E.  D.  &  B.  C.  track  efficiency  would 
not  compare  favorably  with  the  skeleton  track  as  laid 
on  the  ordinary  new  grade  without  ballast ....  The  agree¬ 
ment  clearly  provides  that  the  C.P.R.  is  to  recondition 
the  properties  by  performing  the  deferred  maintenance, 
and  bring  them  up  to  a  reasonable  standard  of  operating 
efficiency  ’for  the  amount  advanced  by  the  provincial 
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government,  $2,500,000,'  and  thereafter  during  the 
life  of  the  agreement  efficiently  maintain  and  oper¬ 
ate  the  railway  properties  without  any  financial 
assistance  from  the  government . 24 

The  report  continued  to  the  effect  that  if  the  amount  was  not 

enough  then  the  C.P.R.  itself  had  to  supply  the  extra  money 

to  fulfill  the  terms  of  the  agreement.  The  clause  which 

stated  the  C.P.R.  was  not  to  provide  any  capital  equipment 

referred  to  motive  power  and  rolling  stock  only.  "Reasonable 

standard  of  operating  efficiency"  was  interpretated.  as  the 

standard  found  on  the  average  road.25 

In  November  the  Minister  of  Railways,  with  the  con- 
currence  of  the  cabinet,  wrote"0  Mr.  Coleman  asking  that  the 
road  be  brought  up  to  operating  efficiency  by  fulfilling  the 

deficiencies  which  the  minister  mentioned  from  the  report. 

27 

Mr.  Coleman  replied  in  January  of  1924  stating  that  he  inter¬ 
preted  the  agreement  to  mean  that  the  company  agreed  that  the 
properties  of  the  railroad  would  be  efficiently  maintained  and 
operated  having  regard  to  the  previous  physical  conditions  of 
the  line  and  its  physical  conditions  after  expenditures  of  the 
advances  to  be  made  by  the  government.  He  maintained  also 
that  the  inspection  had  been  too  hurried  to  permit  the  com¬ 
pilation  of  a  just  report  and  that  the  money,  as  far  as  it 

24Loc.  cit. 

25Sessional  Papers,  Alberta,  1926,  Pt.  3,  Special  Paper 
#  58.  p.  87. 

26it)icl.  ,  up.  101  -  102. 

27 Ibid . ,  pp.  102  -  103. 
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went,  had  been  well  spent. 

However,  an  examination  of  the  wording  in  the  agree¬ 
ment  leaves  the  minister  on  rather  dangerous  grounds.  Clause 
28 

One^  to  which  the  government  agreed  reads: 

The  Government  hereby  agrees  to  advance  . . .  such 
sums  ...  not  exceeding  ...  $2,500,000  as  shall  be 
necessary  to  eliminate  the  present  deferred  mainten¬ 
ances  of  the  Railway  Companies  and  bring  the  lines 
of  the  companies  up  to  a  reasonable  standard  of  oper¬ 
ating  efficiency,  to  be  agreed  between  the  Government 
and  the  Manager. 

But  Clause  Fourteen  to  which  the  C.P.R.  agreed  is  as  follows: 

...  the  Pacific  Company  agrees  that  the  properties 
of  the  Railway  Companies  will  be  efficiently  maintained 
and  operated  having  regard  to  the  present  physical 
condition  of  the  railways  and  their  physical  condition 
after  expenditure  of  the  advances  to  be  made  by  the 
Government,  and  that  the  Manager  on  reasonable  terms 
will  provide  such  additional  motive  power  and  rolling 
stock  as  may  be  necessary  for  such  operations,  but 
the  Manager  shall  not  itself  be  called  upon  to  provide 
any  of  the  capital  requirements  of  the  Companies. 

From  the  words  it  appears  that  Mr.  Coleman’s  interpretation 
was  correct.  What  the  C.P.R.  agreed  to  in  Clause  Fourteen 
was  not  the  same  thing  the  government  pledged  in  Clause  One. 

As  it  would  naturally  be  difficult  to  be  sure  exactly  how 
far  such  a  fund  would  recondition  a  road  in  such  state,  the 
managers  were  wise  and  astute  enough  to  sign  a  clause  worded 
only  as  was  Clause  Fourteen.  The  government,  probably  realiz¬ 
ing  its  argument  was  too  weak  to  bring  suit  against  the  oper- 


28Statutes  of  Alberta,  11  George  V,  1921,  Chap.  56. 
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ator,  did  not  take  any  definite  action. 

Correspondence  which  revealed  increasing  differences 
continued  between  the  parties.  After  the  engineers  had 
received  Mr.  Coleman’s  letter  from  the  minister,  they  replied 
refuting  the  vice-president’s  charges  of  hasty  inspection, 
and  of  one  section  of  the  road  wrote: 

From  Mile  0  to  Mile  14  we  observed  many  places 
where  there  were  not  more  than  three  good  ties  to  a 
rail  length  and  are  satisfied  that  the  number  reported 
as  defective  could  be  replaced  and  there  still  remain 
a  considerable  number  of  cross  ties  in  the  track  that 
could  be  removed  as  useless. 

Mr.  Smith  embodied  these  remarks  in  a  letter  to  Mr.  Coleman 
and  disagreed  with  the  latter’s  interpretation  of  the  agree¬ 
ment.  He  wrote: 

You  are  putting  work  on  the  rail  that  should  be  per¬ 
formed  by  the  cross  ties  and  ballast.  The  rail  is  not 
capable  of  standing  up  to  such  usage  and  for  this 
reason  we  find  much  line  and  surface-kinked  steel  in 
the  tracks.  Great  permanent  damage  has  been  done  to 
the  property  through  your  negligence  in  this  respect. 

In  another  letter31  in  March  of  1924  Mr.  Smith  demanded  that 

the  C.P.  stop  depriving  the  road  of  revenue.  He  charged  that 

the  line  lost  twenty-one  dollars  on  each  carload  of  lumber 

routed  through  to  points  on  the  transcontinental  road  and  that 

the  tariff  on  logs  bound  for  sawmills  in  Edmonton  was  too  low 


^Sessional  Papers,  Alberta,  1926,  Pt.  3,  Special  Paper 
#  58.  pp.  105  "  106  * 

■"°Ibid.  ,  p  •  104  . 

•^ILoc.  cit. 
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and  was  so  set  to  increase  lumber  shipments  by  way  of  the 
C.P.R.  out  o:  the  city.  An  increase  in  rates  on  logs  would 
force  sawmills  to  build  on  the  line  and  then  the  E.  D.  &  B.  C 
would  also  benefit  from  the  higher  rates  on  lumber.  The 
minister  also  complained  that  the  road  was  receiving  too 
small  a  portion  of  revenue  while  participating  in  through 

r 

shipments  with  regard  to  switching  rates,  coal  revenues,  and 

telegraph  tolls.  The  vice-president  disclaimed'5'  any  attempt 

of  the  C.P.R.  to  deprive  the  E.  D.  &  B.  C.  of  its  due  revenues, 

and  reaffirmed  his  original  refutations  of  earlier  charges. 

33 

Further  correspondence , which  in  similar  vein  mainly  re¬ 
peated  old  accusations  and  maintained  the  ill-feeling  unabated, 
occurred  during  the  remaining  months  of  1954. 

In  spite  of  the  government’s  criticism,  the  service 
supplied  by  the  C.P.R.  occasioned  few  complaints  from  the 
public.  Work  financed  by  the  fund  did  much  to  improve  the 
line.  It  has  been  noted  that  the  running  time  from  Edmonton 

to  Grande  Prairie  was  reduced  from  394  to  27  hours.  In  April 

34 

of  1923  the  E.  D.  &  B.  C.  gained  permission  to  increase  its 
speeds  to  twenty  and  twenty-five  miles  per  hour.  However,  an 
accident  on  the  line  in  September  of  the  same  year  reveals  how 

52Sessional  Papers,  Alberta,  1926,  Pt.  3,  Special  Paper 
#  58.  p.  104. 

°°L 0.0 .  oit. 

•^Board  of  Railway  Commissioners,  Canada,  1923-4,  p.  38. 
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the  resentment  was  carried  into  all  business  between  the 
parties.  A  derailment  occurred  and  rumor  reached  the  govern¬ 
ment  that  it  was  caused  by  a  spread  rail  which  resulted  from 
rotten  ties.  Mr.  Smith  asked  Mr.  McGregor,  manager  of  the 
railway,  for  details  of  the  accident  and  received  the  follow¬ 
ing  reply: 

I  duly  received  your  letter  of  September  7th  ask¬ 
ing  for  a  report  of  an  accident  which  occurred  on  the 
E.  D.  oc  B.  C.  Railway  on  Saturday,  1st  September. 

While  we  are  anxious  to  carry  out,  with  perfect  candor, 
the  Agreement  under  which  the  road  is  being  operated 
we  are  unable  to  appreciate  what  interest  either  the 
Government  or  the  public  can  have  in  a  derailment 
which  resulted  in  no  personal  injury  or  serious^dam- 
age  to  property,  and  which  might  happen  at  any  time 
in  the  operation  of  any  railway.35 

Generally,  however,  the  public  seemed  pleased  with  the  improved 
service.  Criticism  came  largely  from  the  Department  of  Rail¬ 
ways  and  rarely  reached  the  pages  of  the  newspapers. 

This  resentment  between  the  parties  affected  the  story 
of  the  road.  No  doubt  it  prompted  the  government  in  1922  to 
construct  any  further  extensions  itself  both  to  save  money  and 
to  deprive  the  operators  of  undue  profits.  It  may  have  oeen 
the  intention  of  the  C.P.R.  to  gain  revenge  by  holding  up  the 
operating  agreement  in  order  to  delay  construction  of  the 
extension  in  1923.  Such  would  embarrass  the  government  which 
so  repeatedly  charged  it  with  depriving  the  road  of  its  right- 


3 5 Railway  Files,  Government  of  Aloerta,  y  1100.101.1 
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ful  revenues.  In  addition,  the  feeling  of  dissatisfaction 
which  now  had  spread  to  the  entire  cabinet  no  doubt  spurred 
the  renewed  effort  to  dispose  of  the  road  and  escape  from  the 
financial  burden  which  it  involved. 
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Chapter  13 

CHANGE  IN  MANAGEMENT  (1926) 

By  1925  the  worst  of  the  depression  seemed  to  be  over 
and  the  important  problem  of  railway  service  had  largely  been 
solved.  However,  a  number  of  reasons  in  addition  to  the 
quarrel  with  the  C.P.  prompted  the  government  to  seek  a  final 
solution  to  the  problem.  In  that  year  the  five-year  period 
was  to  end  and  either  party  could  then  give  three  months' 
notice  to  terminate  the  agreement.  Then,  too,  many  in  the 
Peace  River  area  had  welcomed  the  new  arrangement  in  1920 
because  they  hoped  the  company  would  build  an  extension  to 
the  west  coast  to  provide  a  short-cut  to  the  Pacific  for  its 
new  railroad  territory  in  the  north.  Hive  years  of  operation, 
however,  had  given  no  indication  that  such  construction  was 
contemplated,  and  these  people  now  favored  operation  by  the 
Dominion  government  which  might  build  a  short-cut  south  from 
Grande  Prairie  to  Brule  on  the  transcontinental  near  Jasper. 
Others  who  thought  the  solution  lay  in  lower  rates  rather  than 
in  new  outlets  considered  the  sale  of  the  road  to  the  C.P.  or 
the  C.N.  would  result  in  the  elimination  of  the  mountain  rate. 
Through  traffic  rates  would  result  as  then  the  E.  D.  2c  B.  C. 
would  be  fully  owned  by  a  transcontinental  company  and  specific 
rates  would  no  longer  need  to  be  set  for  the  purpose  of  spport- 
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ioning  revenues.  On  the  whole,  however,  public  opinion  was 
against  sale  to  the  C.P.R.*'  because  it  was  feared  that  the 
present  rate  would  be  continued  and  no  other  relief  imple¬ 
mented.  In  addition,  better  times  made  construction  of 
extensions  feasible  both  to  accommodate  settlers  and  to  pro¬ 
vide  extra  revenue  on  the  main  line  to  help  defray  the  high 
cost  of  fixed  expenses.  New  mileage,  however,  was  not  advis¬ 
able  when  the  future  of  the  road  was  still  obscure. 

Two  final  reasons  led  to  a  renewal  in  negotiations  to 
settle  the  problem.  In  the  first  instance  the  Royal  Bank 
began  to  press  for  settlement.  It  had  virtually  replaced 
Mr.  McArthur  as  owner  of  the  line  because  it  had  purchased 
from  him  common  stock  of  the  road  at  $2,400,000  in  return  for 
certain  cash  advances.  The  bank  was  in  a  position  to  withhold 
permission  to  sell  or  to  renew  the  lease  and  thereby  force 
the  government  to  purchase  at  a  favorable  price.  In  the  second 
instance,  the  agreement  of  1920  had,  through  the  loan  of 
government  funds  for  deferred  maintenance,  solved  only  the 
problem  of  providing  adequate  service.  The  increasing  financ¬ 
ial  burden  still  lay  heavily  on  the  public  treasury.  By  19m 5 
the  liability  of  the  road,  direct  and  indirect,  totalled 
$18,808,000  which  included  $9,420,000  of  bonds  on  the  E.  D.  oc 

•^Edmonton  Journal,  1925,  August  4. 
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B.  C.  guaranteed  by  the  government,  the  $2,000,000  loan  to 
the  Peace  River  branch,  the  $2,500,000  for  deferred  mainten¬ 
ance,  several  amounts  for  construction  of  railway  extensions, 
and  numerous  amounts  for  defaulted  interest  which  added  yearly 
to  the  total  liability. 

It  was  for  these  many  reasons,  then,  that  railroad 

affairs  were  once  again  the  main  interest  of  the  government  in 

1925.  In  January  Premier  Greenfield  met  representatives  of 

the  C.P.R. ,  the  C.N.R. ,  and  the  federal  government  to  discuss 

the  railway  problem  of  the  Peace  River  country.  The  two 

presidents  of  the  big  companies  agreed  to  confer  together 

concerning  the  possibility  of  joint  operation  of  the  E.  D.  & 

2 

B.  C.  A  suitable  plan  of  co-operation  could  not  be  evolved, 
but  the  companies  did  have  their  engineers  investigate  the 
cost  of  outlets  from  the  area.  They  declared  that  the  link 
from  Grande  Prairie  south  to  the  Canadian  National  line  was 
most  feasible,  but  that,  it  too,  was  not  warranted  until 
traffic  was  considerably  increased.  During  the  session  of 
the  legislature  both  the  government  and  the  opposition  urged 
that  the  Dominion  government  take  control  of  the  road  and 
provide  an  outlet  to  the  coast.  The  opposition  also  pressed 
for  sale  to  either  transcontinental  line  in  the  hope  of  elim- 


2Canadian  Annual  Review ,  1925-6,  p .  185 . 
■JLoc.  cit. 
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inating  both  " two-line”  and  mountain  rates. 4  In  April  the 
house  adjourned  only  temporarily;  the  government  hoped,  to 
present  a  solution  to  the  problem  by  July  when  the  five-year 
operating  agreement  expired. 

After  the  session  prorogued  the  premier  left  immediately 
for  the  Hast.  He  first  asked  for  direct  financial  assistance 
in  the  form  of  a  full  subsidy  of  $6400  a  mile  on  total  mile¬ 
age.  He  argued  that  the  federal  government  had  encouraged 
settlement  of  the  Peace  River  area,  had  given  Mr.  McArthur 
to  understand  that  it  would  grant  him  the  usual  subsidy  given 
to  colonization  roads,  and  had  already  admitted  responsibility 
by  its  payment  of  subsidy  on  the  Grande  Prairie  branch.  Fail¬ 
ing  in  -this  attempt,  he  next  sought  money  enough  to  place  the  line 
on  the  prairie  scale  of  rates  and  a  "one-line”  tariff.  The 
premier  felt  that  if  this  were  granted  the  problem  of  rates 
would  be  solved  and  that  the  extra  traffic  resulting  might 
persuade  the  lessee  to  pay  a  rental  great  enough  to  defray 
the  fixed  charges  on  the  road.  After  considering  this  pro¬ 
posal  the  federal  cabinet  refused  it  also,  but  intimated  it 
would  consider  any  arrangement  that  Sir  Henry  Thornton, 
president  of  the  C.N.R.,  might  suggest.  Consequently  Mr.  Green¬ 
field  met  with  Sir  Henry  and  also  with  Sir  Edward  Beatty  and 


^Edmonton  Journal ,  1925,  March  19. 


. 

■ 


. 


. 

1 


. 

o  1 1 ■;  -  :J,  .  -i .  : 

■  ..  v. 


v  *  ■  : 


.  .  o' 

’ 

■"  ■  >.  ■■  ...  ,,,/ 

■  '  s  -X&fT  fy'3'2'  .vi:"g| 


i  -■  .  • ■  -.. 

0  '  .j  . 

o  ..  1  • 


’ 

, 


161 


received  offers  of  operation  but  none  of  purchase.'1 

After  his  return  to  Edmonton  the  premier  carried  on 
correspondence  with  the  presidents  to  procure  more  reasonable 
offers.  By  the  end  of  June  the  C.P.R.  was  offering^1  to  oper¬ 
ate  the  roads  for  another  period  of  five  to  ten  years  on 
prairie  rates  which  were  in  force  elsewhere  in  the  West.  It 
wrould  treat  the  line  as  its  own  by  allowing  ”one-line,r  rates 
on  through  traffic.  It  also  offered  to  pay  a  yearly  rental 
of  $50,000.  Further  capital  requirements  were  to  be  supplied 

by  the  government  in  accordance  with  the  existing  agreement. 

7 

On  the  other  hand,  the  C.N.R. ,  by  this  time  was  offering  to 
operate  the  lines  for  a  twenty-five  year  lease,  put  into 
effect  the  low  rates,  and  in  return  pay  the  provincial  govern¬ 
ment  one-half  of  the  operating  profits,  if  any.  It  agreed 
to  supply  its  own  extra  capital  charges  but  such  amounts  were 
to  be  refunded  with  interest  should  another  company  take  over 
the  roads  at  the  expiration  of  the  lease.  It  signified  its 
willingness  to  enter  into  a  joint  operating  agreement  with 
the  C.P.R.  In  both  offers  the  government  was  to  be  respons¬ 
ible  for  all  existing  fixed  charges.  On  July  22  the  C.P.R. 
raised  its  rental  offer  to  $60,000  a  year  if  the  term  of 

Edmonton  Journal,  19  25,  August  5. 

6Loc.  cit. 

7  Loc  .  cit. 
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Q 

lease  was  not  less  than  seven  years. 

During  these  months  the  government  renewed  its  negotiat¬ 
ions  with  another  party.  The  amalgamation  of  the  Union  Bank 
with  the  Royal  Bank  under  the  latter  name  prompted  the  administ¬ 
ration  to  re-open  its  efforts  to  come  to  terms  with  the  new 
officials  concerning  the  stock  of  the  E.  D.  &  B.  C.  The 
Honorable  J.E.  Brownlee,  Attorney-General,  left  for  Calgary 
before  the  opening  of  the  legislature  in  August  to  seek  a 
favorable  settlement  of  the  issue,  but  the  Honorable  R.B. 
Bennett,  K.C.,  counsel  for  the  Bank,  would  not  accept  less 

than  $2,000,000  paid  either  in  cash  or  by  instalments  over  a 

9 

seven  year  period  with  interest.  He  stated  that  the  bank 
wished  settlement  of  the  claim  and  would  not  agree  to  a  fur¬ 
ther  lease  of  five  or  more  years. 

When  the  legislature  met,  these  various  offers  were 
reviewed.  Members  of  the  opposition  urged  the  government 
either  to  purchase  the  bank’s  stock  at  the  price  offered  or 
to  go  to  court  to  settle  the  question  of  priority  of  claim, 
and  then  accept  the  further  lease  by  the  C.P.R.10  They 
stated  immediate  settlement  was  necessary  to  give  relief  in 
rates  to  the  residents  of  the  north.  The  situation  was  rather 

SEdmonton  Journal,  1925,  August  5,  (Letters  quoted  in  full.) 
„  9Loc.  cit . 
iULoc .  cit . 
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interesting  since  the  Liberal  Party,  now  in  opposition,  was 
urging  the  administration  to  do  what  it  had  refused  to  do  as 
a  government  in  1920.  The  premier  rep liecP' that  the  bank  was 
owner  of  the  road  since  it  held  the  common  stock  and  therefore 
would  have  to  give  its  consent  before  any  further  lease  might 
be  arranged.  He  stated  that  as  the  government  would  not  pur¬ 
chase  the  equity  in  the  road  at  the  price  asked,  the  bank 
would  not  give  permission  for  another  long  lease.  To  avoid 
buying  the  stock  the  guarantor  could  foreclose  and  have  the 
courts  appoint  a  receiver  and  manager  until  litigation  settled 
the  priority  of  the  securities.  On  the  last  day  of  the 
session  the  bank  reduced  its  price  to  $1,700,000.  The 
government  still  refused  to  buy  but  promised  to  continue 
negotiations  for  the  stock  and  with  the  transcontinental  roads 
to  arrive  at  acceptable  offers.  The  premier  continued  that 
if  such  were  not  forthcoming  he  might  foreclose  and  initiate 
court  action  with  the  bank.  The  session  ended  and  the  old 
lease  continued  in  .force  as  neither  of  the  parties  gave 
notice  of  termination. 

The  government’s  refusal  of  these  offers  suggested 
the  increased  bargaining  power  the  road  was  providing  the 
guarantor.  No  doubt  the  administration  was  confident  that 

11Sdmonton  Journal,  1925,  August  5. 

1  ^Edmonton  Journal ,  19 2 5  ,  Augus t  7  . 
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better  terms  would  be  received.  The  C.P.R.  had  offered  not 
only  to  enter  into  a  new  lease  but  to  pay  $60,000  in  rent 
annually  and  give  prairie  rates  with  one-line  tariffs.  The 
C.N.R.  nowr  seemed  eager  to  operate  the  line  as  well,  for 
Sir  Henry  Thornton  on  a  visit  to  Edmonton  asked  a  delegation 
from  the  Peace  River  area  to  urge  the  government  to  lease 
or  sell  to  his  company.  Then,  too,  in  his  offer  to  the 
administration  he  had  practically  threatened  it  with  the 
extension  of  the  Onoway  line  if  it  did  not  accept  his  terms: 

Should  this  offer  not  be  acceptable,  the  Canadian 
National  Railways  will,  of  course,  feel  free  to  take 
such  steps  as  they  may  deem  necessary  to  protect  their 
position  in  the  Peace  River  district. 

The  problems  of  the  roads  had  been  high  fixed  charges  and  the 
low  traffic.  By  1925  greater  settlement  had  gradually  in¬ 
creased  revenues  and  gave  promise  of  larger  operational  pro¬ 
fits.  In  1924  the  government  had  estimated  that  the  trans¬ 
continental  lines  made  $914,000  profit  in  1923  on  freight 
originating  from  and  consigned  to  the  E.  D.  &  B.  C.  and 
A.  &  G.  W.  railways.14  The  administration  was  now  reluctant 
to  foreclose  not  only  because  of  the  long  and  costly  litigat¬ 
ion  that  would  be  involved  but  because  it  believed  that  time 
was  in  its  favor. 

The  closing  months  of  1925  proved  the  executive  right 

1 ^Railway  Files,  Government  of  Alberta,  #  1100.101.2. 
l^Railway  Files,  Government  of  Alberta,  §  1100.150.1 
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in  its  assumption.  In  September  the  C.P.R.  reduced  the  rates 
voluntarily  to  the  level  it  had  offered  for  the  new  lease. 

The  prairie  scale  and  the  one-line  rate  placed  the  road  on 
the  same  basis,  in  effect,  as  the  rest  of  the  prairies,  and 
gave  the  road  equal  rank  with  regular  C.P.  branches.  This 
move  which  was  apparently  made  to  gain  good  will  and  win  a 
new  long-term  lease,  occurred  in  time  to  aid  the  farmers  ship 
the  crop  of  that  year.  It  could  not  but  help  the  economic 
growth  of  the  North  and  serve  to  stimulate  heavier  traffic 
that  might  serve  to  defray  a  portion  of  the  road's  fixed 
charges.  At  the  same  time  the  reduction  in  rates  further 
relieved  the  urgency  to  settle  the  railroad  problem  and  gave 
the  government  opportunity  to  negotiate  for  better  terms.  In 
November  the  government  offered  the  bank  $1,250,000  for  its 
stock,  but  Mr.  Bennett  states  that  $1,400,000  was  the  minimum 
the  bank  would  accept.  In  the  same  month  the  C.N.R.  express¬ 
ed  its  willingness  to  reduce  the  period  in  its  proposal  of 

17 

operation  from  twenty-five  years  to  ten. 

Although  developments  had  eased  the  situation,  efforts 
were  continued  to  settle  the  whole  problem.  Led  by  Colonel 

TO 

J.C.  Bowen,  the  opposition  pressed  °  the  government  closely 
for  immediate  action  during  the  legislative  session  of  1926. 


•^Canada  Gazette,  Vol.  59,  1925,  pp.  638,  1029. 
ISRailway  Piles,  Government  of  Alberta,  fj  1100.101.2 
17Loc.  cit. 

18Canadian  Annual  Review,  1925-6,  p.  495. 
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The  Liberal  members  still  maintained  that  the  responsibility 
was  a  provincial  rather  than  a  federal  one  and  pressed  for 
any  information  on  new  offers.  A  delegation  from  Peace  River 
town  urged19  the  acceptance  of  the  bank’s  offer  to  avoid 
lengthy  litigation.  Meanwhile  Premier  Brownlee,  who  had 
succeeded  Premier  Greenfield  in  November,  1925,  continued  the 
policy  of  his  predecessor  and  refused  existing  offers  of 
operation  and  continued  the  negotiations  with  the  bank.  The 
new  premier  reasserted  a  federal  responsibility  for  the  road 
and  intimated  representatives  wTculd  go  East  at  the  end  of 
the  session  to  seek  better  proposals.  v  As  guarantors  of 
the  bonds  he  said  the  government  could  foreclose;  but  it 
preferred  to  settle  separately  with  the  owner,  the  bank. 

Mr.  Brownlee’s  policy  differed  from  that  of  Mr.  Green¬ 
field’s  as  the  former  seemed  to  press  for  sale  of  the  road 
rather  than  for  better  leasing  terms.  The  new  premier  offere< 
to  sell  the  line  to  the  C.P.R.  if  the  latter  vould  assume 
responsibility  for  the  $9,420,000  worth  of  guaranteed  bonds, 
assume  one-half  ($4,700,000)  of  the  sum  advanced  to  the  road 
for  maintenance,  construction,  and  interest,  and  make  its 
own  settlement  with  the  bank.  Under  previous  leadership  the 


19Edmonton  Journal,  1926,  March  11. 

^Canadian  Annual  Review,  1925-6,  p.  185. 

Slpremier  Brownlee’s  speech,  Edmonton  Journal,  1926, 
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province  seemed  to  seek  good  terms  without  stating  an  accept¬ 
able  minimum;  now,  however,  it  stated  a  price.  Through  this 
proposal  the  administration  declared  itself  willing  to  sacri¬ 
fice  one-half  of  the  cost  of  the  advances  which  amounted  to 
$4,700,000,  but  it  then  would  be  clear  of  the  burden  which 
was  costing  annually  nearly  $1,000,000.  Sir  Edward  Beatty 
refused  the  offer. 

Then,  too,  Premier  Brownlee  seemed  more  opposed  to 
operation  by  the  C.P.R.  and  more  favorable  to  operation  by 
the  government  should  sale  of  the  line  not  be  possible.  On 
the  other  hand,  Mr.  Greenfield  seemed  less  averse  to  manage¬ 
ment  by  the  company  for  he  had  previously  curtailed  criticism 
of  the  operator  in  1923  by  the  promise  of  an  inquiry  into 
Mr.  Callaghan’s  charges.  He  never  had  mentioned  operation  by 
the  province  as  a  possible  solution  to  the  problem.  Perhaps 
the  popularity  of  Mr.  Brownlee’s  view  on  this  point  may  have 
been  a  contributary  reason  for  Mr.  Greenfield’s  resignation. 
Before  adjournment,  the  legislature  passed  an  act  which  more 
clearly  indicated  the  policy  of  the  new  premier.  The  statute1 
gave  the  government  the  authority  to  raise  two  loans,  one  not 
to  exceed  $1,300,000  for  the  possible  purchase  of  the  bank’s 
stock,  and  the  other  of  $380,000  to  cover  possible  capital 


^Statutes  of  Alberta,  16-17  George  V,  1926,  Chap.  61. 
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expenditures  and  maintenance  on  the  road.  The  latter  amount 
was  to  be  used  only  should  the  government  assume  operation 
of  the  line. 

The  spring  months  of  1926  saw  an  advance  in  negotiat¬ 
ions.  Premier  Brownlee  and  the  Honorable  Vernon  Smith  left 

23 

for  Ottawa  after  the  adjournment  in  April  and  offered 
Honorable  Charles  Dunning,  federal  Minister  of  Railways,  a 
proposal  of  sale  similar  to  the  one  made  to  the  C.P.R.  Sir 
Henry  Thornton  and  Sir  Edward  Beatty  were  asked  also  to  ten¬ 
der  new  offers  of  purchase  or  lease.  After  these  provincial 
representatives  returned,  correspondence  continued  between 
the  parties.  As  in  the  previous  year,  the  assembly  met  again 
in  special  sitting  during  May.  The  government  reported  - 
that  the  bank  now  offered  its  securities  for  either  $1,275,000 
in  cash  or  $1,300,000  on  time.  The  government  had  been 
successful  in  whittling  down  the  bank’s  claim  from  $2,400,000 
to  this  figure  and  could,  after  purchase,  as  owner  as  well 
as  guarantor,  be  free  to  enter  into  sales  or  leases  as  it 
pleased.  Although  the  premier  expected  further  proposals  for 
the  road,  the  legislature  was  dissolved. 

Bv  summer’s  end  policy  became  del  ini ^e  and  cisar .  A 
provincial  election,  in  which  the  U.jj.A.  party  sought  confirm- 


^Canadian  Annual  Rev  lev/,  19  2  5-6,  p.  495. 
^Edmonton  Journal,  19  26,  May  21. 
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ation  at  the  polls  for  the  first  time,  was  held  in  dune  and 
brought  only  a  brief  halt  to  negotiations.  Although  the  plat¬ 
form  of  the  Liberal  party  called  for  a  prompt  settlement  of 
the  railway  problem,  the  electorate,  perhaps  mindful  of  the 
reduced  rates  and  the  competent  handling  of  the  bank's  claim, 
returned  the  Farmer  government  to  power  with  a  greater  major¬ 
ity  -  that  of  forty-three  to  a  Liberal  opposition  of  seven. 

Two  months  later  at  a  special  session  in  August  Premier  Brown- 
lee  announced  that  the  government  had  finally  accepted  the 
bank's  offer  in  cash,  and  that  it  had  refused  a  new  proposal 
from  the  C.P.R.  The  company  offered  to  settle  with  the  bank 
separately,  and  to  pay  but  $25,000  in  rental  each  year  in 
return  for  a  lease  of  ten  years.  He  also  informed  the  house 
that  the  operator  had  been  given  notice  of  termination  of  the 
lease  agreement  of  1920. 

While  under  the  six  years  of  management  by  the  C.P..R.  , 
the  road  was  a  good  influence  on  the  Peace  River  region  both 
socially  and  economically.  Unfortunately  the  post-war  dep¬ 
ression  and  the  ensuing  fall  in  agricultural  prices  halted 

27 

expansion.  In  1926  population  in  the  area  was  actually  lower 
than  in  1921.  Poor  crop  years  in  1924  and  1925  caused  reduced 


'^Edmonton  Journal,  1926,  August  6. 
26Edmonton  Journal,  1926,  May  21. 

27census,  Prairie  Provinces,  1926,  p.  564. 
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revenues  from  the  road.  High  freight  rates  made  grain¬ 
growing  at  the  low  prices  almost  prohibitive.  However,  the 
chief  contribution  of  this  period  was  the  restoration  of  rail¬ 
road  service  through  government  loans  and  C.P.  management. 
Extensions  gave  further  relief  to  those  settlers  beyond  the 
steel.  The  line  offered  reduced  rates  towards  the  end  of  the 
period,  and  as  a  whole,  permitted  the  region  to  make  full  use 
of  its  resources  once  recovery  started. 
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Chapter  14 

THE  LAST  THREE  YEARS  (1926-1929) 

As  the  three  months’  period  of  notice  drew  to  a  close 
the  government,  Tor  a  number  of  reasons,  strengthened  its 
resolve  to  assume  operation.  Chief  among  them  was  the  absence 
of  any  offer  of  purchase  or  reasonable  terms  of  lease.  The 
premier  preferred  sale  which  would  relieve  the  province  of 
both  a  huge  burden  of  interest  that  increased  annually  and  of 
honoring  all  the  bonds  as  they  reached  maturity.  The  proposal 
of  sale,  in  which  the  government  offered  to  assume  a  capital 
loss  of  some  $5,000,000,  was  not  accepted.  The  proposals  for 
leases  were  not  suitable  because  the  province  would  continue 
to  carry  all  the  fixed  charges.  The  best  rental  offer  would 
reduce  these  only  ten  per  cent.  The  premier  believed1 that 
operation  by  his  own  Department  of  Railways  could  effect  cer¬ 
tain  economies  which  would  produce  greater  operational  profits 
to  help  offset  the  large  annual  corporate  loss.  He  believed"' 
that  increased  revenue  would  result  if  through  rates  on  items 
such  as  coal,  lumber,  and  telegrams  were  to  give  a  fairer 
portion  of  their  revenues  to  the  road;  that  more  favorable 
switching  arrangements  could  be  made;  that  the  annual  rent 

^■Government  of  Alberta,  Railway  Files  #  1100.101.2 
^Loc .  cit. 
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for  terminals  in  Edmonton  of  $160,000  paid  to  the  C.P„R. 
could  be  eliminated  or  reduced;  and  that  the  hire  of  loco¬ 
motives  in  which  rentals  at  $20  a  day  for  the  five  years 
amounted  to  $50,000  each  could  be  avoided  by  small  expend¬ 
itures  in  capital.  The  value  of  this  older  type  of  loco¬ 
motive  was  only  $10,000  and  since  the  use  of  three  or  four 
were  involved  the  saving  would  be  considerable. 

Over-emphasis  on  railway  construction  from  1900  to 
1915  had  resulted  from  the  uncontrolled  optimism  of  promoters 
and  private  investors.  The  failures  of  so  many  roads  in  the 
second  decade  of  the  century  prompted  governments  everywhere 
to  assume  more  control  of  railways  with  regard  to  finance, 
construction,  and  operation.  In  some  instances  complete 
ownership  was  advocated;  but,  locally,  it  wras  the  intention 
of  the  provincial  administration  to  assume  operation  not  as 
a  policy  of  public  ownership  and  control  but  simply  as  an 
immediate  step  to  allow  time  to  carry  on  further  negotiations 
for  sale  and  to  Increase  its  bargaining  power.  The  premier 
believed  that  time  was  on  his  side,  for  traffic  was  gradually 
increasing  as  greater  settlement  took  place  and  economic 
conditions  grew  more  favorable.  Then,  again,  the  Department 
of  Railways  was  already  operating  the  A.  &  G-.  and  the  L.  & 
N.  W. ,  which  were  now  showing  an  operating  profit  if  re-con¬ 
ditioning  expenses  were  not  included.  The  E.  D.  &  B.  C. , 
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which  had  much  greater  traffic,  should  therefore  show  con¬ 
siderably  increased  revenue.  Staffs  and  offices  could  be 
consolidated  to  provide  experienced  personnel  and  economical 
management . 

The  public  announcement  that  the  government  had  decided 
to  operate  the  road  produced  varied  responses.  Some  were  in 
favor  of  this  move  because  they  believed  that  the  present 
operators  were  not  spending  enough  on  maintenance  to  keep  the 
track  in  good  condition.  Others  thought  there  may  have  even 
been  a  polciy  of  neglect  for  the  purpose  of  depreciating  the 
road’s  value  to  obtain  a  more  favorable  offer  of  sale.  How¬ 
ever,  the  clause  which  permitted  termination  of  the  lease  with 
three  months’  notice  could  scarcely  be  conducive  to  respons¬ 
ible  maintenance.0  Another  group  seemed  in  favor  of  operation 
by  the  C.N.R.  because  the  territory  was  naturally  tributary 
to  that  system,  because  the  large  company  had  the  equipment, 
and  because  it  seemed  wiser  to  give  the  extra  traffic  to  the 
transcontinental  line  which  was  nationally  owned  and  had  such 
large  fixed  charges.  In  addition,  Sir  Edward  Beatty  had 
never  expressed  much  concern  for  the  Peace  niver  area,  while 
Sir  Henry  Thornton  had,  in  1924,  visited  the  region  and  spoken 
to  the  Board  of  Trade  at  Peace  River  promising  help  in  the 


^Edmonton  Journal,  1926,  April  6. 
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4 

difficult  transport  problem.  This  group  was  rather  critical 
of  operation  by  the  local  government  because  of  the  existing 
lack  of  rolling  stock  on  the  line  and  because  it  believed 
that  the  road  could  be  operated  successfully  only  as  a  feeder¬ 
line  and  not  as  a  separate  unit. 

The  severest  criticism,  however,  of  the  termination  of 
the  lease  with  the  C.P.R.  and  of  operation  by  the  government 

arose  when  the  premier  announced  at  the  time  that  exclusive 

5 

switching  rights  had  been  given  to  the  C.N.R.  Led  by  the 
Calgary  Board  of  Trade  and  supported  by  other  points  in  C.P.R. 
territory,  violent  opposition  developed  which  accused  the 
government  of  introducing  discriminatory  freight  rates  to 
points  on  the  C.P.5  The  premier  replied  that  he  had  asked 
both  systems  to  present  offers  separately  or  jointly  for 
switching  rights  and  rates,  and  that  each  had  insisted  on 
presenting  these  without  having  the  terms  divulged  to  the 
other. ^  The  government  could  only  choose  the  more  satisfact¬ 
ory  one  and  consequently  accepted  the  C . .  .  ofier  as  the  oetter. 
This  arrangement  included  the  use  of  the  Canadian  National 
terminal  facilities  and  station  instead  of  those  of  the 
Canadian  Pacific,  exclusive  rights  to  the  C.N.  for  switching 


^Canadian  Annual  Review' ,  1924,  p.  105. 

STbid . ,  1926-7,  p.  198. 

6Calgary  Herald,  1926,  November  9,  p.  12. 
7speech  of  Prenii er  Br ownl ee  ,  Edmonton  Journal , 


1927,  March 
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with  the  use  of  its  own  rolling  stock  and  crews,  both  through 
and  one-line  haul  rates  on  the  C.N. ,  and  a  better  division  of 
freight  revenues  on  through  shipments.9  Wheat,  for  example, 
consigned  from  Peace  River  to  a  flour  mill  in  Calgary  would 
be  subject  to  the  same  freight  charge  via  C.P.  as  via  C.N. 
from  Edmonton  but  would  pay  an  extra  switching  fee  at  the 
latter  city.  Freight  bound  for  non-competitive  points  on 
the  C.P.R.  lines,  however,  would  be  charged  the  same  switching 
cost  as  for  points  on  the  C.N.R.  The  premier  stated  these 
facts  showed  no  discrimination  in  rates  existed  to  points 
in  southern  Alberta,  and  that  as  far  as  the  extra  charges  in 
switching  to  competitive  points  were  concerned,  the  saving 
to  the  North  on  lumber  and  grain  shipments  was  far  more  favor¬ 
able  to  both  the  farmer  and  the  E.  D.  &  B.  C.  than  the  former 

9 

rates  with  the  C.P.R.  It  was  true  that  there  was  no  discrim¬ 
ination  in  freight  tariffs  at  the  time  Premier  Brownlee  spoke 
in  the  legislature  because  the  one-line  rate  which  the  former 
operator  had  permitted  still  continued.  However,  the  premier 
might  have  pointed  out  that  the  latter  arrangement  onlv  exist¬ 
ed  to  the  end  of  the  month  at  which,  date  the  special  rates 
with,  the  C.P.R.  terminated  and  two -line  rates  commenced. 

Meanwhile,  the  government  on  November  11,  1926,  assumed 


9Ioc.  cit. 
9Loc.  cit. 
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control,  took  over  the  operation  of  the  road,  and  entered 

into  a  three-year  agreement  with  the  C.N.R.  concerning  traffic 

arrangements.  Mr.  John  Callaghan  became  general  manager  and 

the  staffs  and  offices  of  all  railways  operated  by  the 

10 

department  were  consolidated. 

Throughout  the  winter  of  1926-1927  complaints  continued 

from  the  southern  part  of  the  province.  The  government  made 

several  attempts^  to  persuade  the  C.P.R.  to  continue  its  old 

rates  under  the  new  arrangement,  but  the  big  company  was  not 

willing  for  the  C.N.R.  to  do  the  switching  on  to  the  C.P. 

lines  and  consequently  on  April  1st  tariffs  .jumped  to  the 

twro-haul  level.  During  the  session  of  the  legislature  there 

was  no  criticism  of  the  government’s  decision  to  operate  the 

road,  but  the  charge  of  discrimination  concerning  switching 

agreements  and  freight  rates  was  championed  by  the  leader  of 

12 

the  Conservatives,  Mr.  A. A.  McGillivray.  He  spoke  on  the 
protests  of  the  previous  fall  and  accused  the  administration 
of  favoritism  towards  the  C.N.R.  He  argued  that  though  the 
C.P.  had  made  one-line  rates  available  only  to  points  on  its 
lines,  the  government  should  now  be  fair  and  not  reverse  the 
discrimination  by  making  it  apply  to  points  only  on  the  C.N. 

-^Government  of  Alberta,  Department  of  Railways,  File 

#  1100.101.2. 

^-Loc.  cit. 

-^-^Loc.  cit. 
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He  advocated  an  evaluation  of  the  road  by  disinterested 
parties  and  that  a  sale  be  effected  on  that  basis  regardless 
of  cost.  On  the  other  hand,  the  Liberals,  led  by  Mr.  J.T. 
Shaw,  asked  "  for  a  delay  in  ratification  of  the  agreement  on- 
rates.  He  advocated  either  a  further  effort  to  have  the  two 
transcontinental  companies  propose  joint  rates  applying  equal¬ 
ly  to  the  whole  province,  or  submission  of  the  question  to 
the  Board  of  Railway  Commissioners.  In  answer,  the  premier 
stated"^  that  the  big  companies  had  already  refused  to  bargain 
or  offer  joint  proposals.  Though  he  was  not  satisfied  with 
the  arrangement  concerning  rates,  he  felt  he  had  done  his  best 
and  that  further  delay  held  little  promise. 

Of  interest  during  this  general  period  was  the  attempt 
of  the  C.P.R.  to  remain  in  control  of  as  much  traffic  as  pos¬ 
sible.  In  1925  it  had  introduced  the  prairie  scale  and  per¬ 
mitted  one-haul  rates  in  connection  with  its  own  lines.  In 

1  K 

October  of  1926  it  tried  to  persuade-  the  government  to  con¬ 
tinue  to  pay  rental  and  use  its  station  on  109th  Street  when 
it  realized  it  was  losing  the  management  of  the  road.  The 
next  month  on  November  4th  it  increased  its  offer  of  rental 

■I  CL 

from  $60,000  to  $250,000  a  year.  In  February  of  1927  after 

^5Loc.  cit. 

^Loc.  cit . 

^Government  of  Alberta,  Department  of  Railways,  File 

#  1100.101.2 

■L6Loc.  cit. 
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it  had  lost  operation  of  the  lines  it  demanded  a  direct  inter¬ 
change  of  traffic  and  one-line  rates  for  its  roads  as  well. 

The  government,  however,  could  not  no w  fulfill  these  require¬ 
ments  as  the  company  was  before  unwilling  to  consider  any 
joint  agreements  and  had  since  pledged  by  agreement  all  traffic 
interchange  to  the  C.N.R.  Then,  too,  four  and  one-half  miles 
of  track  from  the  C.P.  to  the  E.  D.  &  B.  C.  would  have  to  be 

17 

laid.  Both  the  increasingly  better  offers  and  the  attempts 
made  by  the  C.P.R.  to  participate  in  as  much  traffic  as  pos¬ 
sible  originating  on  the  E.  D.  &  B.  C. ,  suggest  that  the  lat¬ 
ter  railway  had  been  a  considerable  source  of  profit  to  the 
C.P.R.  which  it  wras  reluctant  to  forego  without  a  struggle. 

There  seems  to  be  little  evidence  supporting  the  criti¬ 
cism  of  rates  and  the  switching  agreement.  No  doubt  there 
was  discrimination  against  points  on  the  C.P.R.  and  joint 
rates  would  have  been  fairer  to  all  parts  of  the  province 
regardless  of  the  line  on  which  they  were  situated.  However, 
the  refusal  of  the  companies  to  co-operate  in  a  joint  traffic 
agreement  and  the  insistence  of  each  to  tender  terms  on 
exclusive  switching  privileges  forced  the  government  to 
choose  one  of  the  alternatives.  It  can  scarcely  be  said  that 
the  C.P.R.  was  being  unfairly  treated  at  the  time  because  it 


^7Loc.  cit. 
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had  initiated  the  exclusive  one-haul  rate  for  its  own  lines 
earlier.  However,  there  may  have  been  some  resentment 
towrard  the  former  operator  because  it  had  refused  to  offer 
terms  of  purchase  for  the  road  when,  having  operated  it  for 
six  years,  it  should  have  known  its  value  to  the  last  dollar. 
Also,  the  C.P.’s  alleged  lack  of  economy  on  the  E.  D.  &  B.  C. 
to  increase  revenues  on  its  own  system  was  another  point 
which  irked  the  premier.  Although  these  reasons  probably 
influenced  the  cancellation  of  the  operating  agreement,  they 
can  scarcely  have  affected  Mr.  Brownlee's  choice  of  the 
better  of  the  two  offers  concerning  the  new  traffic  arrange¬ 
ment. 

In  November,  1926,  when  the  government  became  operator 
as  well  as  owner,  it  decided  not  to  press  for  sale  immediately. 
It  chose  to  manage  the  road  for  a  year  to  show  all  prospect¬ 
ive  buyers  what  the  line  was  really  worth.  During  the  summer 
of  1927  two  separate  parties  of  engineers  and  promoters,  one 
British  and  one  American,  toured  the  P.  G.  &.  E.  railway  in 
British  Columbia  and  the  E.  D.  &  B.  C.  in  Alberta  with  the 
object  of  purchasing  and  connecting  the  two  roads.  However, 
their  finances  and  bona  f ides  were  too  doubtful  to  interest 
the  provincial  government.18  In  September  the  Grande  Prairie 

l8Canadian  Annual  Review,  1926-7,  p.  199. 
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Board  of  Trade,  the  Chamber  of  Commerce,  and  the  U.F.A.  local 

passed  resolutions  asking  that  the  Dominion  Government  pur- 

19 

chase  the  road.  About  the  same  time  Mr.  Dunning  visited 

Edmonton  and  said  the  C.N.R.  was  still  carrying  on  surveys 

to  determine  the  best  outlet  from  the  Peace  River  area  to  the 

coast  even  though  the  joint  survey  with  the  C.P.R.  had  report- 

20 

ed  that  cost  would  make  such  a  link  impractical. 

Renewed  attempts  to  sell  occurred  in  the  fall  of  1927. 
The  premier,  who  had  done  well  in  the  settlement  of  the  bank’s 
claim,  continued  to  reveal  himself  as  a  capable  and  shrewd 
negotiator.  At  the  conference  in  November  between  Dominion 

and  provincial  leaders  he  had  the  situation  discussed  general- 

21 

lv,  and  then  carried  on  further  special  conversations  with 
Mr.  Dunning.  Meetings  with  Sir  Henry  Thornton  and  Sir  Edward 
Beatty  failed  to  produce  any  acceptable  offers  of  purchase  and 
revealed  the  former  as  opposed  to  any  joint  proposition  with 
the  C.P.R.  ’  Mr.  Brownlee,  however,  failing  to  receive  any 
reasonable  proposals,  was  able  to  persuade  Mr.  Dunning  to  help 
him  interest  the  two  transcontinental  lines  in  submitting  a 
joint  tender.2"  In  December  a  delegation  from  Edmonton  headed 

-^Loc.  cit. 

g0Canadian  Annual  Review,  1927-8,  p.  202. 

£J-Loc  .  cit. 

^Loc .  cit. 

2 3 Government  of  Alberta,  Railway  Files  #  1100.150.2 
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by  Mr.  K.A.  Blatchf ord ,  M.P.  ,  helped'"^'  to  keep  the  issue 
alive  at  Ottawa,  and  advocated  the  absorption  of  the  road 
into  the  C.N.  system.  Mr.  Dunning  had  hoped  to  avoid  such 
full  responsibility  by  helping  Mr.  Brownlee  sponsor  a  joint 
oiler  irom  the  C.N.  and  C.P.  Were  such  a  move  successful  the 
government  would  also  have  avoided  setting  a  precedent  which 
would  leave  it  vulnerable  to  demands  from  other  provincial 
governments  to  have  their  bankrupt  roads  absorbed  by  the 
Canadian  National  network  as  well. 

Mr.  Brownlee  returned  east  in  January  of  1928  with 

Mr.  Smith.  After  conferences  with  the  government  and  the 

heads  of  the  two  big  railway  companies  they  finally  elicited 

2  b 

a  joint  proposal  of  purchase.*"  The  terms  were  more  favor¬ 
able  than  those  offered  the  government  in  1926.  The  trans¬ 
continental  roads  were  to  assume  liability  for  the  $9,420,000 
worth  of  bonds  and  pay  an  additional  $8,000,000  over  a  period 
of  ten  years  with  interest.  Therefore  for  the  sum  totalling 
$17,420,000  the  province  vras  being  asked  to  sell  the  road 
which  it  recently  evaluated  at  $19,000,000*  Up  to  this 
date  the  government  had  spent  $6,000,000  in  excess  of  the 
offer  in  interest  payments  which  the  companies  asked  be  written 

S4Canadian  Annual  Review,  1927-8,  p.  202. 

25Edmonton  Journal,  1928,  February  2. 

^Loc  .  cit. 
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off.  They  promised  to  build  two  extensions,  one  of  fifteen 
miles  from  Whitelaw  to  Waterhole  on  the  Peace  River  branch 
and  one  of  twenty-five  miles  from  Wembley  to  Beaverlodge  on 
the  Grande  Prairie  branch  within  two  years  of  assuming  owner¬ 
ship  of  the  roads.  The  first  payment  of  one  million  dollars 
and  interest  was  not  to  begin  until  July,  1930,  and  each  year 
thereafter  a  similar  amount  would  be  paid  until  the  full  sum 
of  $8,000,000  was  paid  up."'7 

The  new  joint  offer,  as  a  whole,  was  considered  favor- 

ably,  but  at  the  session  of  the  legislature  in  the  spring 

of  1928  the  premier  advocated  rejection  of  the  offer.  Mr. 

Smith  wrote  the  presidents  that  the  future  of  the  lines  war- 

28 

ranted  a  more  favorable  proposal.  The  premier  told  the 
legislature  that  the  road  revealed  considerable  improvement 
and  since  it  was  now  showing  operating  profits,  which  included 
maintenance  costs,  there  was  no  hurry  to  accept  this  proposal 
when  delay  would  promise  more  traffic,  greater  operating  pro¬ 
fit,  and  consequently  better  offers.  He  stated  the  road  was 
not  on  the  auction  block  and  since  the  C.N.R.  had  made 
$  700,000  profit  on  traffic  originating  on  the  E.  D.  &  B.  C. 
in  1927,  he  was  certain  better  proposals  would  be  forthcoming. 
Under  the  present  terms  the  province  would  have  to  shoulder 

27Loc .  cit . 

^Edmonton  Journal,  19  28,  February  2,  9,  16. 
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interest  payments  tor  another  two  years,  and  the  present 
worth  of  the  offer  would  only  be  about  $15,000,000.  Mr.  Brown¬ 
lee  felt  the  road  was  worth  its  replacement.  In  reply  the 
Conservatives  suggested  a  more  independent  evaluation  and  sale 
on  that  basis.  ‘  The  Liberals  asked  the  government  to  set 
a  definite  minimum  to  include  replacement  value  plus  a  reason¬ 
able  sum  for  the  potential  worth  of  the  road  with  guarantees 
as  to  operation,  maintenance  of  present  rates,  outlet  to  the 
coast,  and  extensions.'  "  The  Edmonton  Board  of  Trade  recommend¬ 
ed  that  the  premier  accept  this  offer  of  purchase  on  the  E.  D. 

&  B.  C.  as  it  had  the  earlier  offer  in  1926.  It  wished  to  see 

the  matter  settled  and  the  government  relieved  of  all  railway 

31 

operation.  G-enerally,  the  offer  seemed  to  be  a  reasonable 
one  in  that  it  represented  seventy-nine  per  cent  of  the  govern¬ 
ment’s  evaluation  of  the  road.  Many,  however,  considered  that 
the  extensions  promised  were  inadequate  as  the  line  had  been 
built  for  development  purposes  in  the  first  case.  The  house 
also  rejected  a  rather  unfavorable  offer  of  purchase  for  the 
A.  &  G-.  W.  from  the  C.N.R.,  but  ratified  the  premier’s  sale 
of  the  L.  oc  N.  W.  to  the  C.P.R. 

Another  offer  at  this  time,  a  rather  strange  one, 

^Edmonton  Journal,  1928,  Februarj/'  17. 

5^Loc.  cit. 

'^Edmonton  Journal,  1928,  February  16. 
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helped  to  maintain  interest  in  the  road,  One  of  $19,000,000 
cash  was  received  from  an  American  promoter,  a  Mr.  J.S.  Clark. 
He  was  reported  to  have  been  encouraged  by  federal  authorities 
in  Washington,  D.C.,  to  extend  the  road  to  Alaska  for  the  pur¬ 
poses  of  developing  new  Klondikes  and  of  bolstering  the  defense 
of  the  United  States.  Once  again  as  in  previous  instances, 
lack  of  good  faith,  the  question  of  the  type  of  railway  ser¬ 
vice  that  would  be  offered,  and  the  doubt  of  successful  oper¬ 
ation  of  the  road  separate  from  a  transcontinental  line  prompt- 

82 

ed  Mr.  Brownlee  to  disregard  the  proposal. 

The  year  1928  proved  a  fruitful  one  indeed  for  propos¬ 
als.  Before  the  session  prorogued,  the  government  received 

33 

in  reply  to  a  letter  sent  earlier  a  new  joint  offer  from 
the  transcontinental  lines  which  was  $1,700,000  better  than 
the  former  one.  In  this  one,  payment  of  the  annual  instalments 
of  one  million  dollars  would  start  one  and  one-half  years 
earlier,  on  January  1,  1929,  and  interest,  beginning  at  the 
same  time,  would  be  paid  on  total  amounts.  Other  terms  remain¬ 
ed  the  same  except  that  one  hundred  miles  of  extension  were 
promised  within  five  years  as  opposed  to  forty  miles  within 
two  years.  The  companies  declared  the  offer  final.  The 
government,  wishing  to  dispose  of  the  more  unfavorable  A.  &  G-.W. 

^ Government  of  Alberta,  Railway  Riles  jf  1100.101.5. 

•^Canadian  Annual  Review,  1927-8,  p.  202. 
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road,  at  the  same  time  in  a  package  deal,  wired  the  presidents 
for  a  new  oiler  to  include  that  road.^  General  opinion  was 
for  immediate  acceptance  of  the  offer  regardless  of  the  dis¬ 
posal  of  the  A.  (i  G,  W.  Of  the  proposal  an  editor  wrote: 

The  offer  is  such  a  good  one  and  the  risks  of  re¬ 
fusing  it  so  great  that  there  should  be  no  hesitation 
about  closing  with  the  companies . ^ 

Because  these  terms  were  better  than  it  had  expected,  the 

opposition  co-operated  closely  with  the  government.  The 

premier  delayed  his  decision  since  the  first  three  months  of 

36 

1928  were  most  favorable  with  regard  to  traffic.  As  com¬ 
pared  with  the  same  three  months  of  1927  there  was  a  seventy- 
three  per  cent  increase  in  regular  freight  and  a  thirty- 
seven  per  cent  increase  in  passenger  traffic.  The  number  of 
carloads  of  settlers’  effects  had  jumped  from  fifteen  to  one 
hundred  and  three.  In  addition,  the  government  did  not  wish 
to  continue  the  Department  of  Railways  to  operate  the  A.  & 

G.  W.  alone.  Acceptance  of  the  offer,  however,  would  reduce 
the  public  debt  by  $8,000,000  and  save  the  $360,000  of  annual 
interest  on  it.  Then,  too,  liability  for  the  $9,420,000  in 
bonds  would  pass  to  the  two  companies  who  would  also  assume 
the  annual  interest  on  them  of  $390,000.  Total  savings  in 

^'Edmonton  Bulletin,  1928,  March  3. 

55Bdmonton  Journal,  1928,  March  13. 

56lbid. ,  March  21. 
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interest  would  amount  to  $>750,000.  However,  operating  profits 
in  1927  amounting  to  $274,000  reduced  this  loss  to  $476,000. 
Revenues  in  1928  seemed  even  more  promising.  A  delay  for 
better  terms,  the  premier  stated,  would  be  less  costly  and 
seemed  well  warranted.  When  a  telegram^  from  Sir  Henry 
Thornton  intimated  that  further  proposals  were  being  consider¬ 
ed  which  could  not  be  forwarded  in  time  for  the  present  sitting, 
the  legislature  was  prorogued  to  meet  again  during  the  sum¬ 
mer  if  acceptable  terms  were  received. 

The  summer  of  1928  saw  the  curtain  fall  on  this  drama 
between  the  principals.  Following  the  session,  Premier 
Brownlee  and  other  representatives  left  for  Ottawa  and  Montreal 
to  meet  Mr.  Dunning  and  the  presidents  of  the  two  large  rail¬ 
way  companies.  Upon  his  return  to  Edmonton  in  May  he  received 
a  letter  from  Sir  Henry  Thornton  stating  there  was,  after  all, 
to  be  no  joint  tender  including  the  A.  &  G.  W.  The  premier 
announced  that  he  had  decided  to  reject  the  second  joint  offer 
for  the  roads. In  all  parts  of  the  province  this  refusal 
was  the  topic  of  the  day.  Some  supported  the  leader  in  his 
belief  that  delay  was  wise;  others  feared  it  would  forfeit 
those  terms  already  tendered.  Increased  interest  on  the  part 
of  the  C.P.R.  served  to  heighten  everyone’s  attention  on 
negotiations.  Following  a  visit  to  the  Peace  River  country  in 

^Edmonton  Journal,  1928,  March  28. 

58Canadian  Annual  Review,  1927-8,  p.  203. 
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September,  Sir  Edward  Beatty  declared  that  a  joint  proposal 
involving  both  northern  roads  was  unsuitable.  He  made  a 
separate  bid03  for  them  which  met  the  amount  the  premier  had 
set  at  the  minimum.  The  new  price  was  $25,000,000  which  in¬ 
cluded  the  $9,420,000  worth  of  bonds.  The  remaining  $15,580,000 
was  to  be  paid  in  three  instalments  spread  over  fourteen  years 
beginning  June  1,  1929,  with  interest  in  full  at  four  per  cent. 
The  company  would  pay,  in  addition,  the  full  cost  of  the  ex¬ 
tensions  now  under  construction,  complete  them,  and  build 
sixty  additional  miles  within  five  years.40 

Strong  approval  of  the  government’s  action  was  express¬ 
ed  throughout  the  province.  The  premier  had  been  correct  in 
his  assumption  that  the  roads  would  eventually  sell  on  reason¬ 
able  terms.  As  long  as  the  transcontinental  lines  were  getting 
the  traffic,  the  companies  had  felt  no  need  to  buy.  This  state 
of  affairs  naturally  left  the  heavy  fixed  charges  to  be  borne 
by  the  government  year  after  year .  The  premier  had  assumed 
operation  and  shifted  traffic  agreements  in  order  to  induce 
the  big  companies  to  offer  terms  of  purchase  instead  of  lease. 
Shrewd  negotiations  drew  continually  better  offers  until  the 
figure  was  reached  which  the  government  had  set  as  the  value 
of  the  road.  This  third  and  final  offer  was  much  more  favor- 

39  1928-9,  p.  179. 

40 Ibid. ,  p.  180. 
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able  than  the  second.  It  may  be  assumed  that  $4,500,000  was 
the  amount  allotted  in  the  purchase  price  for  the  A.  &  Gr.  W. 
for  Mr.  Brownlee  had  said  he  was  willing  to  sell  that  road 
for  half  of  its  evaluation  of  $9,000,000.  The  remaining 
amount  of  $20,500,000  would,  therefore,  be  the  price  paid  for 
the  E.  D.  f  B.  C.  which  made  the  final  offer  the  better  by 
$3,000,000. 

An  interesting  development  was  Mr.  Brownlee’s  desire 
to  have  the  C.N.R.  participate  in  the  agreement  on  an  equal 
basis.  He  had  said  earlier  that  a  joint  offer  would  have  to 
be  more  favorable  than  a  single  one  to  receive  consideration. 
Now,  since  Mr.  Beatty’s  proposal  met  his  price  and  the  C.N.R. 
had  made  no  offer  which  included  both  roads,  he  was,  no  doubt, 
obliged  to  accept  the  only  one  made.  Public  opinion  perhaps 
persuaded  him  to  ask  Sir  Edward  Beatty  to  allow  the  Canadian 
National  to  enter  the  agreement.  Residents  of  the  North 
onposed  sale  to  the  C.P.R.  because  they  considered  it  had  not 
fostered  sufficient  development  of  the  country  during  its  per¬ 
iod  of  lease,  but  seemed  rather  to  use  the  railway  solely  to 
increase  the  revenues  on  its  own  lines.  Not  until  19 28  did 
the  president  visit  the  area,  and  his  company  had  never  shared 
the  interest  of  the  C.N.  in  considering  the  possibilities  of 
an  outlet  to  the  coast.  It  was  this  same  feeling  which 
prompted  a  large  mass  meeting  in  Edmonton  on  November  21 
which  resolved  that  the  C.N.R. ,  in  the  interest  of  northern 
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Alberta,  be  urged  to  join  the  C.P.R.  in  the  ownership  and 
operation  of  the  roads/'1  Five  days  later  the  C.N.R.  company 
announced  it  would  enter  the  agreement. 

As  would  be  expected,  the  final  negotiations  were  al¬ 
most  unanimously  approved.  When  the  provincial  and  federal 
houses  were  asked  to  ratify  the  agreements,  the  legislation 
passed  with  ease.  In  Ottawa  a  few  saw  in  the  partnership  a 
dangerous  trend  to  a  possible  further  amalgamation  of  the  two 
transcontinental  systems.42  In  the  provincial  house  a  small 
group  thought  more  construction  should  have  been  required  and 
that  purchase  by  the  C.N.  alone  would  have  been  more  favorable. 
However,  all  were  in  accord  with  the  favorable  financial  agree- 

4  rz 

raent  that  had  been  made. -  A  Conservative  member  in  the  pro¬ 
vincial  legislature  went  so  far  as  to  suggest  that  Mr.  Brownlee 

44 

be  given  fifty  thousand  dollars  a  year  for  life."  The  premier 

supported  the  joint  agreement  by  stating  that  participation  of 

both  companies  should  assure  efficient  service,  provide  capital 

for  expansion,  and  avoid  duplication  of  roads  which  was  the 

45 

curse  in  the  history  of  railways. 

The  story  of  the  road  would  be  incomplete  were  the 


4-*-Canadian  Annual  Review,  19  28-9,  p.  180. 

42pebates,  House  of  Commons,  Canada,  1929,  Vol.l,  pp. 369-72. 
45Edmonton  Journal,  1929,  February  19. 

44Ibid. ,  1929,  February  2. 

45lbid. ,  1929,  February  19. 
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effects  of  provincial  operation  not  told. 

While  the  many  negotiations  for  sale  continued,  the 
administration  did  not  neglect  the  construction  of  extensions 
which  were  needed  both  for  settlers  beyond  the  steel  and  for 
the  line  in  increased  revenue.  It  has  already  been  noted 
that  the  administration,  having  committed  itself  to  the  con¬ 
struction  of  extensions  and  to  the  particular  needs  of  farm¬ 
ers,  had  already,  by  the  year  of  1925,  supplied  capital  to  the 
C.P.R.  to  build  from  Peace  River  to  Berwyn,  and  had  itself  con¬ 
tinued  this  line  to  Whitelaw  and  the  Grande  Prairie  branch 
Wembley.  In  the  following  year  when  it  assumed  operation  of 
the  line  it  concentrated  its  attention  upon  a  branch  line 
from  Busby  on  the  E.  D»  &  B.  C.  northwest  to  the  rich  farming 
district  of  the  Pembina  valley.  As  early  as  the  year  of  1912 
Mr.  McArthur  had  recognized  the  possibilities  of  such  a  road 
and  had  obtained  a  charter46  for  its  construction.  However, 
his  complete  preoccupation  with  the  main  line  had  permitted 
no  work  on  the  proposed  branch  other  than  general  surveys 
through  the  territory.  In  the  meantime  greater  settlement 
had  proved  the  area  fertile  and  extensive  enough  to  warrant 
a  railway,  and  consequently  in  1923,  the  government  passed  an 
appropriation  for  the  search  of  a  feasible  route.  Surveys 
were  carried  out  in  the  autumn  of  that  year,  and  during  the 


^Statutes  of  Alberta,  2  George  V,  1912,  Chap.  31. 
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session  of  the  following  year  a  large  delegation  of  farmers 

from  such  points  in  the  area  as  Eastburg,  Neerlandia,  Freeman 

River,  Manola,  and  Barrhead  came  to  the  capital  to  plead  for 

the  branch."  However,  extensions  in  the  vicinity  of  Hoadley 

and  in  the  Peace  River  area  occupied  the  attention  of  the 

government.  It  was  not  until  the  session  in  1926  that  the 

house  authorized  a  loan  of  $775,000  to  construct  the  twenty- 

seven  miles  of  the  branch  from  Busby  to  Barrhead.48  As  the 

road  was  to  cross  the  Pembina  River  it  was  named  the  Pembina 

Valley  Railway.  By  the  close  of  the  year  1926  the  steel  had 

reached  Mile  19  on  the  river;49  by  September  of  1927  it  had 

crossed  the  stream,  reached  Barrhead,  and  had  opened  for 

50 

traffic  in  time  to  handle  the  current  crop. 

While  the  Pembina  Valley  branch  was  being  constructed, 
residents  of  the  Peace  River  area  once  again  s tenuously  advocated 
further  lines  in  their  sections.  Consequently,  new  work  was 
begun  in  1928  when  the  legislature  voted  the  large  amount  of 
$1,200,000  for  an  extension  of  twenty-five  miles  from  Wembley  to 
Hythe  on  the  Grande  Prairie  branch  and  one  of  fifteen  miles 

5] 

from  Whitelaw  to  Fairview  (Waterhole)  to  the  north  of  the  river. 


^Edmonton  Journal ,  1924,  February  7. 

49statutes  of  Alberta,  18  George  V,  1928,  Chap.  62. 
49Sessional  Papers,  Alberta,  1926,  Railways,  p.  8-9. 

5 °S e ssional  Papers ,  Alberta,  1927,  Pt .  2,  Railways,  p.  12. 
Slstatutes  of  Alberta,  18  George  V,  1928,  Chap.  62,  25. 
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Entreaties  for  construction,  favorable  trends  in  increasing 
revenues,  and  confidence  in  the  recovery  of  the  cost  through 
sale  moved  the  government  to  commit  itself  to  this  expense  at 
a  time  when  the  roads  seemed  on  the  point  of  being  sold.  Both 
extensions  were  in  operation  by  the  end  of  the  year,  and  Hythe 
and  Fairview  remained  the  ends  of  the  steel  until  the  new 
owners  continued  construction  under  the  requirements  of  the 
of  the  purchase . 

Both  re-conditioning  of  the  roads  as  well  as  the  con¬ 
struction  of  extensions  was  carried  out  liberally  by  the 
government  during  its  three  years  of  operation.  In  1926  the 
administration  had,  for  the  second  time,  employed  the  engineers, 
Mr.  Kennedy  and  Mr.  Cartwright,  to  inspect  the  line  and  help 
determine  an  evaluation  for  purposes  of  sale  and  to  determine 
whether  the  roads  were  being  adequately  maintained.  Although 
the  engineers  reported  numerous  deficiencies  still  existed, 
they  did  not  definitely  establish  that  the  roads  were  in  any 
poorer  condition  than  in  1923.  In  spite  of  the  tone  of  the 
report  there  were  few  complaints  of  poor  service  when  the  C.P.E 
was  operator.  Huge  expenditures,  however,  incurred  by  the 
government  on  deferred  maintenance  in  the  years  following  1926 
suggest  that  the  road  needed  considerable  improvement.  When 
the  province  assumed  operation  in  1926,  it  inaugurated  diner 

5 ^Government  of  Alberta,  Railway  File  jf  1100.101.2 
(1925-6,  November.) 
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service  with  a  buffet  car  and  spent  $88,000  in  capital  expend¬ 
iture  on  extra  cars  and  reservicing  of  equipment . In  the 
following  year  $620,000  was  raised  by  loan  and  spent  on  capital 
requirements  and  re- conditioning.  An  additional  $274,000 
realized  from  operating  profit  during  the  year  was  spend  in 
the  same  manner.  This  surplus  was  anticipated  and  the  manage¬ 
ment  used  the  money  as  it  accumulated.  In  the  previous  year 
the  road,  which  was  for  the  greater  part  of  1926  under  C.P. 
control,  suffered  a  deficit  of  $136,000.°”  Both  these  figures 
include  hire  and  rent  of  equipment  but  not  sums  spent  on  re¬ 
conditioning.  Although  the  more  favorable  traffic  agreement 
with  the  C.N.R.  and  the  receipt  of  a  fairer  share  of  through 
rates  helped  considerably  to  increase  revenues,  the  large 
difference  was  chiefly  caused  by  the  good  crop  of  1927  which 
was  the  greatest  in  the  history  of  the  Peace  River  country. 
Revenues  for  the  E.  D.  &  B.  C.  in  1927  amounted  to  thirteen 
million  dollars  as  opposed  to  nine  million  the  previous  year. 
Then  again,  total  rent  on  equipment  was  high  in  1926  and  served 
to  reduce  operating  profit,  while  in  1927  the  purchase  of 
equipment  from  capital  account  reduced  rental  charges  and  did 
not  appear  as  expenses  in  operating  costs. 

During  the  first  two  years  of  government  control  the 


^Sessional  Papers,  1926,  Railways,  pp.  9  -  10. 
54 ibid .  ,  1927,  Railways,  pp.  6  -  7 ;  10  -  11. 
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railway  seemed  to  come  into  its  own.  It  lias  been  noted.  how',in 

1927,  the  large  sum  of  $874,000  procured  from  capital  loan  and 

operating  profit  was  spent  in  the  purchase  of  equipment  and  on 

re- conditioning.  From  this  expenditure  the  road  received,  for 

example,  five  new  locomotives,  280,000  ties,  and  125,000'  yards 

of  ballast.  The  latter  item  alone  amounted  to  more  than  ten 

times  as  much  ballast  as  had  been  laid  since  the  year  of 
55 

lv.28.  The  year  of  19  28  continued  to  be  favorable  as  the 
large  crop  of  the  previous  summer  was  not  yet  fully  moved  out. 
Revenues  increased  on  the  main  line  of  the  E.  D.  &  B.  C.  (not 
including  its  branches,  i.e.  the  Peace  River  and  the  Pembina 
Valley)  to  $1,860,000  and  for  the  first  time  that  road  paid 
all  charges  including  $780,000  in  interest  and  had  a  net  cor¬ 
porate  income  of  $88,000  left  over.56  It  was  these  favorable 
figures  which  prompted  the  premier  to  await  better  purchase 
offers  and  which  moved  the  transcontinental  railway  companies 
to  meet  the  amount  which  was  finally  accepted.  During  the 
same  year,  in  addition  to  current  maintenance  which  was  re¬ 
garded  as  an  operating  expense,  the  sum  of  $786,000  was  spent 

57 

on  further  re-conditioning  and  capital  purchases.  It  seems 
that  the  increase  in  traffic  and  that  deferred  maintenance 


55Loc.  cit. 

56Sessional  Papers,  1928,  Railways,  p.  11,  25. 
^Sessional  Papers,  1930-1,  Estimates,  p.  59. 
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required  expenditures  that  were  still  almost  as  great  as 
those  of  the  previous  year.  The  new  sum  saw  a  similar  num¬ 
ber  of  ties  replaced,  a  similar  amount  of  ballast  laid,  and 
the  purchase  of  fourteen  pieces  of  rolling  stock  and  four 
locomotives.  °  The  road  was  truly  beginning  to  stand  alone. 

It  was  finally  reaching  the  point  where  traffic  was  assuming 
sufficient  quantity  to  offset  the  enormous  fixed  charges  which 
sprang  from  over-capitalization.  The  period  of  operation  by 
the  C.P.R.  had  solved  the  problem  of  service  and  partly  the 
one  of  re-conditioning.  The  following  three  year  period  under 
government  management  sa w  the  complete  repair  of  the  road  and 
the  burdensome  difficulty  of  finance  greatly  eased. 

The  expenditure  of  such  large  sums  on  construction, 
deferred  maintenance,  and  equipment  not  only  produced  a  ser¬ 
vice  that  occasioned  practically  no  complaints  but  one  that 
could  not  fail  to  stimulate  the  economic  and  social  life  of 
the  areas  served  by  the  road.  New  construction  created  towns 
in  its  wake.  Centres  such  as  Roma,  Grimshav/,  Brownvale, 
Whitelaw,  Bluesky,  and  Fairview  sprang  into  existence  north 
of  the  Peace,  while  Dimsdale,  Wembley,  Huallen,  Beaverlod.ge , 
Albright,  and  Hythe  became  thriving  points  west  of  Grande 
Prairie.  On  the  Pembina  Valley  line  there  grew  up  the  villages 


^Sessional  Papers,  1928,  Railways,  p.  9. 
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of  Arvilla,  High  Ridge,  Manola,  and  Barrhead,  Each  village 
became  the  hub  of  economic  and  social  life  in  its  area  and 
provided  services  that  previously  were  very  restricted  in 
scope  or  else  did  not  exist.  Grain  elevators  in  the  new 
regions  now  made  unnecessary  the  long  and  costly  hauls  to 
the  former  railheads,  while  conven iences such  as  stockyards, 
loading  platforms,  express  offices,  mail  service,  and  tele¬ 
graph  stations  helped  to  stimulate  the  development  of  the 

districts  through  which  the  new  extensions  ran.  Nineteen 
59 

elevators  wrere  erected  on  the  roads,  and  a  host  of  other 
businesses  attendant  on  farming  naturally  followed. 

The  mushroom  growth  of  Barrhead  is  a  typical  example 
of  these  new  towns.  The  steel  did  not  reach  the  station  site 
until  1927;  but  the  t owns it e,  purchased  by  the  government  and 
subdivided  into  sixty  lots,  was  fully  sold  twelve  months  in 
advance.  Demand  was  sufficient  to  warrant  a  further  subdiv¬ 
ision  of  fifty-six  lots.  These  were  sold  by  the  time  the 
steel  reached  the  town  in  October.  The  government  cleared 
and  graded  two  streets  for  the  town,  and  within  a  year  of  the 
arrival  of  the  road  a  third  subdividion  of  sixty-six  lots  was 
placed  on  sale.60  By  the  close  of  1928  the  town  had  a  pop¬ 
ulation  of  some  two  hundred,  while  its  buildings  included  a 

o0Sessional  Papers,  Alberta,  1927,  Railways,  p.  13;  1928 

1928.  pp.  11,  14. 

oC'Alberta  Sessional  Papers,  19  27,  Railways,  p.  16,  1928, 
p.  14 . 
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Post  Office,  a  public  telephone  office,  a  telegraph  office, 
three  churches,  two  public  schools,  and  a  bank.  Offering 
other  services  were  a  doctor,  two  lawyers,  two  blacksmiths,  a 
tru ck-dri ver ,  two  drays  and  livery  men,  a  shoemaker,  and  two 
poolroom  operators.  Among  twenty-nine  businesses  concerned 
in  buying  and  selling  were  four  elevators,  four  general  stores, 
four  restaurants,  three  insurance  and  real  estate  offices,  and 
three  lumber  yards.61 

During  these  three  years  of  provincial  management, 
development  occurred  throughout  the  whole  area  and  was  not 
limited  to  the  new  areas.  Eighty  elevators  were  built  along 
the  older  portions,  while  favorable  crops  and  an  increased 
population  fostered  a  host  of  new  businesses  in  the  longer 
established  centres.  In  the  Peace  River  area  the  improved 
economic  conditions  largely  produced  by  the  railways  attract¬ 
ed  a  new  influx  of  settlers.  In  1929  a  man  conversant  with 
local  conditions  wrote: 

The  movement  of  new  settlers  to  the  Peace  River  dis¬ 
trict  this  season  has  been  the  greatest  in  its  history; 

5481  homesteads  and  soldiers*  grants  have  been  taken 
during  the  calendar  year  (1928)....  In  addition  to  the 
homesteaders  there  has  been  a  steady  movement  of  farm¬ 
ers  who  have  purchased  lands  in  the  settled  areas. 

While  the  period  from  1921  to  1926  revealed  a  drop  in  the  pop- 


61Henderson,  Alberta  Directory,  1928-29,  p.  22. 
^Sessional  Papers,  Alberta,  1928,  Agriculture, ^ p .  61 
(Report  of  district  agriculturist  at  Grande  Prairie) 
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ulation  ol  tne  two  census  divisions  in  the  Peace  River  area, 

the  following  five  year  period  showed  a  combined  increase  from 

19,000  to  41,000  people  which  represents  a  gain  greater  than 

63 

one  hundred  per  cent.  Because  a  general  depression  began  to 
curtail  settlement  late  in  the  year  1929,  the  population  as 
given  in  the  census  of  1931  should  not  be  too  divergent  from 
that  in  1929  when  the  government  sold  the  road.  The  E.  D.  & 

3.  C.  had  indeed  permitted  the  Peace  River  region  to  share  in 
the  fruits  of  its  own  territory,  of  the  federal  immigration 
policy,  and  of  the  nation’s  general  prosperity. 

The  railroad  also  brought  improved  social  conditions; 
more  favorable  passenger  service,  the  improved  incomes  caused 
by  access  to  markets,  an  increase  in  population,  faster  mail 
service,  the  increase  in  professional  services  that  ease  of 
access  and  density  of  population  only  could  attract,  and  the 
arrival  of  telegraph  and  telephone  lines  which  paralleled  the 
steel.  All  are  examples  of  the  increased  social  benefits  that 
eased  living  conditions.  At  last  the  people  of  the  Peace 
River  country  were  maturing  socially  as  well  as  economically, 
and  were  gradually  reaching  the  standards  of  the  more  settled 
regions  elsewrhere  in  Canada. 

The  history  of  the  road  is,  in  truth,  the  history  of 

^’’Census  of  Prairie  Provinces,  1926,  Population  and 
Agriculture,  p.  564,  Census  of  Canada,  1931,  Vol.  2,  pp .  101-2. 
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the  Peace  River  country.  Throughout  its  life  the  line  affect¬ 
ed,  politically,  socially,  and  economically,  the  province  in 
general,  but  the  north  in  particular.  A  combination  of  clever 
negotiations,  favorable  conditions,  and  of  efficient  operation 
enabled  the  government  to  lose  but  three  million  dollars  on 
the  railway  whose  insatiable  maw  through  the  shears  had  threat¬ 
ened  again  and  again  the  solvency  of  the  province.  The 
amount  of  the  loss  might  be  considered  the  government’s  share 
in  developing  the  Peace  River  area.  At  midnight,  June  30, 
1929,  after  eighteen  years  during  which  the  interest  of  the 
province  had  advanced  from  guarantor,  through  lessor,  to 
owner  and  operator,  the  provincial  government  with  consider¬ 
able  relief  laid  down  its  charge.  Now  free  of  its  burden,  the 

* 

provincial  administration  could  turn  to  other  problems.  It 
remained  for  the  two  companies  to  assume  their  new  responsibil¬ 
ity  and  to  carry  the  road,  now  combined  with  the  A.  &  G-.  W. 
under  a  new  name,  the  Northern  Alberta  Railways,  to  greater 
service  and  influence  in  the  province  and  in  the  north. 
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App endix 

RAILWAYS  CHARTERED  EOR  THE  PEACE  RIVER  AREA 


1.  18S6 

2 .  1889 

3.  1899 

4.  1899 

5.  1903 

6.  1906 

7.  1907 

8.  1908 

9 .  1909 

10.  1910 

11.  1910 

12.  1910 


Winnipeg  and  North  Pacific  Railway  Co.,  (Statutes 
oi  Canada,  1886,  49  lie. ,  Chan.  84)  Route:  Winnipeg- 
Dunvegan-Pacif ic. 

Alberta  and  Athabaska  Railway  Co.,  (Statutes  of 
Canada,  1889,  52  Vic.,  Chap.  65)  Edm  onton-Athabaska 
River-Dunvegan.  Name  changed  to  North  Western  Rail¬ 
way. 

Edmonton  and  Slave  Lake  Railway  Co.,  (Statutes  of 
Canada,  1899,  68-63  Vic.,  Chap.  66)  Edmonton-Lesser 
Slave  Lake-Peace  River.  In  1911  amalgamated  with 
Canadian  Northern. 

Edmonton,  Yukon,  and  Pacific  Railway  Co.,  (Statutes 
of  Canada,  1899,  62-63  Vic.  Chap.  64)  Edmonton-Peace 
River-Yukon.  Amalgamated  with  Canadian  Northern  in 
1909. 

Grand  Trunk  Pacific  Railway  Co.,  (Statutes  of  Canada, 
1903,  3  Edw.  VII,  Chap.  122)  Original  route  planned 
through  Peace  River  Pass  or  Pine  River  Pass. 

Alberta  North  Western  Railway  Co.,  (Statutes  of 
Canada,  1906,  6  Edw.  VII,  Chap.  53)  Edmonton  to  Peace 
River . 

Edmonton,  Dunvegan,  and  British  Columbia  Railway  Co., 
(Statutes  of  Canada,  1907,  6-7  Edw.  VII,  Chap.  85) 
Edmonton-Dunvegan-For t  George . 

Northern  Empire  Railway  Co.,  (Statutes  of  Canada, 

1908,  7-8  Edw.  VII,  Chap.  138)  Edmonton-Fort  Vermilion. 
Amalgamated  with  Canadian  Northern  in  1909. 

Alberta  Midland  Railway  Co.,  (Statutes  of  Alberta, 

1909,  9  Edw.  VII,  Chap.  45)  Edmonton-Lesser  Slave 
Lake-Peace  River.  Amalgamated  with  Canadian  Northern 
in  1909. 

Alberta,  Peace  River,  and  Eastern  Railway  Co., 

(Statutes  of  Canada,  1910,  9-10  Edw.  VII,  Chap.  64) 
Cardston-Cochrane-Peace  River-Fort  Churchill. 

Canadian  Northern  Western  Railway  Co. ,  (Statutes 
of  Alberta,  1910,  1  George  V,  Chap.  48)  Edmonton- 
Pine  Pass  or  Peace  River  Pass.  Amalgamated  with 
Canadian  Northern  in  1914. 

Peace  River  Great  Western  Railway  Co.,  (Statutes  of 
Alberta,  1910,  1  George  V,  Chap.  50)  Edmonton-Lesser 
Slave  Lake-Peace  River  Cro ssing-Dunvegan. 
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13.  1911  Hudson  Bay,  Peace  River,  and  Pacific  Railway  Co., 

(Statutes  of  Canada,  1911,  1-2  George  V,  Chap.  93) 
Winnipeg-Fort  Churchill-Fort  Vermilion-Fort  St.John- 
Fort  Simpson. 

14.  1915  Athabaska  and  Grouard  Railway  Co.,  (Statutes  of 

Canada,  1913,  3-4  George  V,  Chap.  64)  Jasper  - 
Grande  Prair ie-Dunvegan. 
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